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The Powers Behind the Market 


I. The “Big” Interests 


By ROLLO TAPE 


PREVAILING impression is, 

A that, “behind the curtain” in 

Wall Street there is a group of 

manipulators who rig the mar- 

ket, and pull the wires, their object be- 
ing to part the public from its money. 

These imaginary financial ogres 
frighten many whose conception of the 
market is but childlike—a fact not at all 
surprising when one reviews the average 
literature (?) written at Wall Street by 
people who have never shown their noses 
south of the City Hall. 

I have a pamphlet of this character 
before me now; it tells all about the 
“Tricks and Tragedies of Wall Street,” 
but nothing regarding the vast develop- 
inent of American transportation and in- 


dustrial enterprises made possible 
through the existence of the Stock Ex- 
change. 


The writer was evidently overloaded 
when the 1903 panic came, was playing 
a game he did not understand and be- 
cause he was licked, he vents his spleen 
to the extent of seventy odd pages. 
What he does not know about the sub- 
ject would fill as many volumes. 

Here is a sample rant: 


“No one is in a position to know any- 
thing about the future course of the 


stock market, except those connected 
with the large banking interests, the offi- 
cers and directors of the corporations, 
whose stocks and bonds are traded in on 
the New York Stock Exchange, the pool 
managers or operators and the largest 
brokerage houses. This constitutes the 
faction known as the “insiders” or as 
‘underground Wall Street,’ and while 
the market is of course governed, con- 
siderably, by general conditions, these 
people, through their vast interests, are 
large factors in creating and forcing con- 
ditions, and they virtually control and 
manipulate the game and direct the 
course of the market’s fluctuations, as 
they please; or if, in any event, the mar- 
ket is beyond control, they are in a posi- 
tion to turn quickly with it, in advance 
of the public.” 


If the writer, who claims to be a mem- 
ber of the New York Bar, had stopped 
with this—“No one is in a position to 
know anything about the future course 
of the stock market,” he would have told 
the truth; his exceptions prove his ig- 
norance. Back to the Bar! 

Not a living soul in Wall Street knows 
the future of the market thirty seconds 
in advance! The idea that any man or 
interest or set of interests can direct the 
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course of the market other than tem- 
porarily is ridiculous. The market is 
too big for the biggest of them. 

Right here some one rises from a back 
seat and asks, “How about Rogers with 
his Amalgamated, and Harriman with 
his 10% surprise party in Union Pacific? 

Mere incidents! They hit it right at 
times, just as you and I; but was not 
Mr. Rogers in last year’s panic, obliged 
to hock his shirt to keep his head above 
water? Did not Mr. Harriman scurry 
around with the remnant of his Union 
Pacific, trying to induce some one to take 
it off his hands at par? And how about 
Gates and the Tennessee Coal pool 
crawling on their knees to the Steel 
Trust? Has not Mr. Keene been broken 
or beaten so often he don’t mind it at 
all? 

Where then, are the people who “di- 
rect the course of the market as they 
please?” 

Who is it that sits as executive and 
directs the course of a market composed 
of fifty billion dollars worth of securi- 
ties? 

Whose appetite for dollars is rapacious 
enough to induce him or them to play 
for your $10,000, my $1,000 or the wid- 
ow’s $100? 

Is it Mr. Rockefeller? Hardly. John 
D. and William have twenty men con- 
stantly employed to find investment med- 
iums for them. Their wealth is already 
such a burden that the very disposal of 
their income requires a forte large 
enough to conduct many a business en- 
terprise. The Rockefellers are large buy- 
ers of stocks at certain times; they un- 
doubtedly know when to take profits with 
a view of replacing at lower figures. 
They are the dominant factors in many 
listed stocks—St. Paul, Consolidated 
Gas, Sugar, and others; but they do not 
juggle them up and down for the pur- 
pose of catching the small trader. 

Henry H. Rogers is not the factor 
he was before the late panic, but he is 
still a multi-millionaire and a power in 
Standard Oil and Amalgamated affairs. 
Through his control of the copper mar- 
ket, he is able to anticipate changes in 
the metal situation and regulate his stock 
market operations accordingly, but he 
does not hang over a ticker all day fishing 
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dollars away from 100 shares traders 
in Amalgamated. He goes gunning for 
elephants—not for sparrows. 

E. H. Harriman is another Gulliver, 
who is not engaged in hunting Lillipu- 
tians. True, he has performed some rare 
feats in financial legerdemain, but the 
idea is preposterous that he or his repre- 
sentatives are engaged in fishing for 
small fry. Mr. Harriman can probably 
give a lot of the big ones cards and 
spades and beat them at their own game. 
Why should he attempt to rig the mar- 
ket daily to the disadvantage of the small 
player? 

Here is the kind of deals Mr. Harri- 
man is looking for: The Northern Pa- 
cific fight for control; wherein, govern- 
ment action forced him and his associates 
to hold their Northern securities for a 
stupendous profit; Mr. Keene’s play in 
Southern Pacific, when E. H. H. loaded 
the old man up at the top and took it all 
back at the bottom; the building up of 
Union Pacific from a wrecked property 
to a great dividend payer. No, Mr. 
Harriman is not “the man who pulls the 
wires.” 

The so-called Standard Oil party 
(which, by the way, might mean anyone 
with an office at 26 Broadway), is only 
periodically interested in the market, and 
then not to a degree that makes it a 
dominating factor. Mr. Rogers, or any 
other Standard Oil man may see an op- 
portunity for a profitable market turn 
and induce some of his associates to take 
a chance with him, but the pool has no 
assurance of success. Such operations 
are often handled through Jessup & La 
Mont or other Standard Oil brokers; 
sometimes the orders are distributed 
from the “telephone room” in 26 Broad- 
way. The deal may be in one stock or in 
several; it may end in a serious loss— 
no one can tell. These people aim to keep 
informed on fundamentals — crops, 
money, politics, legislation, etc., ahead 
of every one else, and in the main they 
are successful, but they cannot swing the 
market as they will, They scent the trend 
and go with it. They use information, 
plus capital, plus experience, and the 
result is sometimes a profit, frequently 
a loss. In 1907 there were as many lame 
ducks in 26 Broadway as anywhere else. 





POWERS 


J. P. Morgan & Co., Kuhn, Loeb & 
Co., and other banking houses are fac- 
tors in the market at times. They have 
large interests themselves and do business 
for important clients. For example, an 
operator in the class of Norman B. Ream 
or H. C. Frick might give instructions 
to J. P. Morgan & Co. to “pick up all the 
Reading you can below par,” or to accu- 
mulate 25,000 shares of Erie at a certain 
level. These orders would be given by 
Morgan & Co. to another firm, members 
of the Stock Exchange, who would clear 
and deliver all the stock in lots as bought. 
At the appearance of such buying it 
might be noised about the floor and re- 
ported in the papers, “Morgan buying 
Reading,” etc., but outside the effect pro- 
duced by the purchase of such a quantity, 
little significance would attach to it. 

Some years ago a certain magnate con- 
cluded that he could make some money 
trading in Erie. He dealt through the 
Morgan firm and his method was to ac- 
cumulate about 25,000 shares or so 
around 35 or 36, when the market was 
weak, and sell it out from 40 to 42 when 
conditions favored. (He was doing on 
a large scale what the ordinary trader 
aims to do in a small way.) Reports 
were current “Morgan is manipulating 
Erie.” Yet nothing of the kind was 
going on. 

This is only one illustration of what 
happens in thousands of similar cases. 
If the truth were known, there are com- 
paratively few instances where any house 
or interest may be rightfully credited 
with manipulation. 

Mr. Morgan buys stocks for his own 
account—10,000 shares at a clip—and 
makes both profits and losses; so do Mr. 
Perkins, and the other partners ; the firm 
or one of its syndicates often “holds the 
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bag”’ for Steel and other stocks at critical 
periods, but there is, in their operations 
no “pot hunting for pikers.” 

The principal dealings in stocks 
through the Morgan office are by syndi- 
cates organized for specific purposes— 
purchase of control of a property, con- 
solidation, etc. The firm, its partners 
or clients and other banking firms and in- 
stitutions here and abroad may be mem- 
bers of these syndicates, but none of 
them are ever organized for the purpose 
of juggling the market. 

Numerous other banking houses have 
their specialties and at times are active 
in the market on this account, but they 
do not keep up a constant manipulation 
of them. If developments are in pros- 
pect such as should lead to higher prices 
for a stock, the general custom is to ac- 
cumulate it during weak periods so as to 
have some to sell when it is in demand. 
Everyone but the Wall Street tyro 
knows that the top price of a movement 
generally occurs upon the public an- 
nouncement of some favorable develop- 
ment; also that sellers at such times are 


those fortunate enough to secure. the in- 


formation in advance. The latter ad- 
vantage is one of the perquisites of of- 
fice, and insiders, in taking advantage 
of this, are doing what you and I would 
do under similar circumstances. 

This “selling on good news” occurs 
with such clock-like regularity that no 
one need be fooled by it. Everyone 
cannot be an insider, but.when insiders 
sell, the fact is generally known to all 
and all may act upon it. 

In our search for “the nigger” in the 
Wall Street woodpile, we will later dis- 
cuss such factors as Gould, Keene, Gates, 
Hill, the Guggenheims, Lawson and 
others. ~ 





Why Brokers 


Depend Upon 


Specialists 


lating to the execution of or- 

ders upon the New York Stock 

Exchange. While there is a 
basis for complaint upon the part of a 
few, in the majority of cases dissatis- 
faction arises because the trader does not 
understand the machinery called into 
play when he gives the broker a simple 
order to buy or sell. 

If the average trader could follow a 
member of the New York Stock Ex- 
change through one day’s session on the 
floor, watch him handle a business of 
20,000 to 30,000 shares of stock, he 
would realize the detail incident thereto, 
and would thereafter understand why it 
is not always possible to secure record 
prices on his transactions. 

In order to handle the immense 
amount of business which pours into the 
large commission houses on an active 
day, several brokers are often employed, 
in addition to the specialists. The lat- 
ter stand in their respective “crowds” 
and execute orders for the one stock in 
which they specialize. 

A large house will divide the floor 
into sections, according to the “posts.” 
If four brokers are employed, each will 
have one-quarter of the floor and will 
execute orders in his quarter only. The 
section thus allotted to each broker may 
contain 40 or 50 different stocks, some 
of which are active, others inactive. It 
stands to reason that no one man can 
watch this number of stocks at once, es- 
pecially as new orders are constantly 
sent in, some at the market, others at lim- 
ited prices, above or below prevailing 
quotations, and still others to be bought 
or sold on stop. So long as he cannot 
watch them all, he executes the market 
orders and those at limited prices which 
happen to be close to the market ; practi- 


M*: Y queries have reached us re- 


cally all other orders are turned over 
to the specialists. 

In employing specialists, the broker is 
not (as certain uninformed persons be- 
lieve) acting contrary to his clients’ in- 
terests; he is doing the very best thing 
under the circumstances. The specialist 
stands in that one crowd, and has for his 
= a book which is illustrated be- 
ow. 

































































His buying orders are on the left side, 
and selling orders on the right. As his 
stock touches the various fractions, he 
sees exactly what he is to buy or sell, 
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and, being constantly on the spot, takes 
advantage of every little fluctuation to 
execute his orders. If the stock touches 
a certain figure at which he has orders 
to sell, traders hound their brokers, and 
the brokers get after the specialist in or- 
der to secure reports. Should the stock 
sell even 4% above the figure at which he 
has orders to sell, he is bound to report 
every one of these sales whether he actu- 
ally “gets off” the stock or not. 

For these services and attendant risks, 
he receives $2 per hundred shares, de- 
frayed out of the $12.50 the broker col- 
lects from his client. 

At times the specialist is the only one 

who can “make a market” in his particu- 
lar stock; this is especially true of very 
inactive issues. Were there no special- 
ists, there would in certain periods be ab- 
solutely no market for some securities 
which we might mention, and brokers 
having orders in those securities would 
be obliged to wait around the respective 
posts until other brokers turned up with 
orders on the opposite side. 
. One can readily see what confusion 
would result from such a system, and 
how the capacity of the Stock Exchange 
would thereby be decreased. The spe- 
cialists are, therefore, of inestimable ad- 
vantage to both broker and client. 

Very often a broker will give an or- 
der to a specialist, and, later on, find him- 
self with time on his hands in which, if 


he had not given up the order, he might . 


watch it himself. Having once given 
the order to the specialist, the ethics of 
the business, require that he leave it with 
him, although in some cases the broker 
will again take charge of the order and 
execute it, market permitting. 

Some people believe that when a 
broker receives orders in fractional lots, 


he should wait around to see if further 
amounts of the same stock are forth- 
coming and execute them (in hundred 
share lots and over) instead of giving 
the odd lot orders as they come, to the 
specialist, who usually represents the odd 
lot house. The machinery for handling 
odd lots is systematically arranged so 
that prompt execution of orders is ac- 
complished and the closest possible mar- 
ket price obtained. The specialist, act- 
ing on orders from the odd lot house, 
will always buy or sell odd lots at a price 
which depends upon the breadth of mar- 
ket and activity of the stock dealt in. 
In very active stocks, the difference be- 
tween the price at which he is willing to 
buy, and the price at which he offers 
stock, may be from % to 1 per cent. 
away from the hundred share price. He 
is not there for his health, and frequently 
takes a chance of being “hung up” on 
the odd lot which you wish him to sell, 
or desire him to buy. If it were not for 
this very service, the man with ten shares 
of an inactive stock, might chase around 
all day, looking for someone to buy it. 

The broker depends upon the special- 
ist because the latter is always ready to 
furnish a quotation, buy or sell, watch an 
order, or perform other services which 
the broker, having orders all over the 
floor, cannot. Market orders have the 
first call on a commission house broker’s 
attention. Next to these in importance 
come limited orders. If the limited or- 
ders cannot be executed at once, they go 
to the specialists, and are entered on 
their books in the order of their receipt. 

We cannot get along without the spe- 
cialists, and anyone who believes this 
possible is drawing conclusions from his 
own insufficient knowledge—not from 
the facts. 























The Customers Man 


By J. F. P. 


thoroughly systematized and runs 

along smoothly in well ordered chan- 

nels. There is the Order Clerk, to 
whom orders to buy and sell are handed 
and whose business it is to see that they 
are properly executed ; there is the Mar- 
gin Clerk, who watches the prices of 
stocks and sees that margins are kept 
good ; the Loan Clerk who arranges loans 
with the banks ; the Stock Clerk who has 
charge of the stock certificates; the 
Cashier who handles the finances; the 
Bookkeepers; the Stenographers; the 
Statistician, who collects facts and digs 
away at “Costs per mile of railroad op- 
erated,” “Margin of Safety” and that 
sort of thing; a numerous force of just 
plain “Boys” (quite indispensable in a 
broker’s office). Then, too, there is the 
Customers’ Man, who deals with the pub- 
lic and hustles for business. 

So far as the work of the clerical 
force is concerned, it is about the same 
year in and year out, the steady drudgery 
of detail work. The Customers’ Man, 
however, has very little to do with the 
detail. The head of the firm says to 
him : “Now, here are all the facilities ; go 
ahead and get some business.” There is 


ia a stock broker’s office the work is 


the rub :—getting the business ; for after 
all without business of what use are the 
Order Clerk, the Margin Clerk and the 
others? 

It looks like an easy task, this getting 
business for a first-class brokerage 
house, with facilities as good as any 
house on the Street, but it is surprising 
how many good men fall down on the 
proposition—splendid fellows, of good 
families, college graduates, high social 
position with rich friends. 

Those who succeed in attracting busi- 
ness are apt to be men with the proper 
training (a long Wall Street experience ) 
and well informed concerning stocks— 
men who have read and studied; men 
with good memory, good health, active 
brains and a keen knowledge of human 
nature. The latter qualification is the 
best asset that a Customers’ Man can 
have. He may have been a voluminous 
reader; have studied the financial situa- 
tion for years and be a perfect encyclo- 
pedia of knowledge concerning the stock 
market, but unless he has that happy 
knack of sizing up a prospective client 
and an accurate perception of the vagar- 
ies of this intangible Public, so often re- 
ferred to in Wall-Street, he is not likely 














THE CUSTOMERS’ MAN. 


to make an overpowering success as a 
Custémers’ Man. 
Naturally if he enjoys the friendship 


and confidence of the Big Men, the large* 


traders in stocks, his position is fairly 
secure, but this is not a certainty by any 
means, The Big Men die; for long peri- 
ods they may be out of the market; 
sometimes they go broke. The Public 
never dies, it never goes broke and it is 
always in the market. 

How to reach the Public should be the 
constant study of the Customers’ Man. 
Get-rich-quick speculators are an elusive 
quantity, here to-day and gone to-mor- 
row. The Customers’ Man can never 
rest on his laurels. It’s up to him to get 
new clients and keep getting them. 

It is only in recent years that banking 
and brokerage houses have taken up the 
idea of advertising. To many of them 
it is a delicate subject; it has to be han- 
dled with great tact and discretion ; there 
is such a thing as over-doing it. Some 
of the ultra-conservative houses have an 
abhorrence of advertising. But you can 
put it down as a® safe proposition that 
this is an age of advertising, and if you 
want banking or brokerage business in 
large volume you have got to go after it 
and you have got to advertise to get it. 

There are many, many ways of adver- 
tising. Some brokers think that an adver- 
tisement in the newspapers stating that 
so and so, bankers and brokers, giving 
street address, is the only proper form 
of advertising. Other brokers flatter 
themselves that they never advertise in 
the magazines or newspapers, but they 
mail long-winded market letters to selec- 
ted lists of investors and await returns, 
which, truth to say, come in very slowly. 
An astounding number of these labori- 
ously written, dry analyses of the mar- 
ket, are hastily glanced at and forth- 
with chucked into the waste basket. 

The Customers’ Man welcomes any- 
thing that will advertise his.firm advan- 
tageously. If he be gifted with a knowl- 
edge of what constitutes correct adver- 
tising for the banking business, quick in- 
tuition regarding market movements, and 
the ability to write a cheery, optimistic 
letter, with just the proper personal 
touch in it, he is on the right road to 
success as a business getter. If he sends 
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out, say five hundred such letters he 
ought to hear by personal call or by let- 
ter from say a dozen or more. Then it 
is up to him to make good on these in- 
quiries, and that requires real talent. 

A Customers’ Man who is not an en- 
thusiast and does not believe that this is 
the greatest and richest country in the 
world, and that the securities dealt in in 
Wall Street are the most desirable— 
the best to be had on the inhabitable 
globe—isn’t going to get much business. 

If an investor writes concerning some 
special stock, don’t be too profuse in your 
advice or criticism; don’t write him that 
you wouldn’t buy it with tin money. Per- 
hays he may own some of that stock. 
A man dislikes to be told that he has 
made a fool of himself, and put good 
money into one of the “pups” that looks 
as though it hadn’t a chance of ever mak- 
ing good. When a fond mamma dis- 
plays her red faced and somewhat home- 
ly baby, if you want to make good with 
that mamma you've got to enthuse a lit- 
tle. You can at least say: “Well, it is a 
baby. isn’t it?” Don’t knock. There is 
usually some releeming feature in even 
the “pups” that are kicked around on the 
curb. | 

Unless you are absolutely sure of 
your ground do not throw obstacles in 
the way of a man who wishes to become 
a client of your firm, even though he 
wants to buy a stock that looks like a for- 
lorn hope. One never can tell where the 
lightning will strike in the stock market, 
and very often these stocks that look as 
though nothing but a miracle could lift 
them out of their sagging tendency, 
make good and go soaring to undreamed- 
of heights. Then when you look over 
the books to see who of your clients are 
the fortunate owners of the stock, you 
are apt to find that some farmer up 
Schenectady way, or a department store 
owner down in Dallas, Texas, are the 
lucky ones—the wise guys don’t have 
any ; they’re short of it. 

It is a fundamental proposition that 
The Public is always bullish on the mar- 
ket, and if you expect to do business 
with them you have got to meet them at 
least half way. The stock market is 
never so bad but what you can say some- 
thing good of it, and the Customers’ 
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Man who succeeds in attracting business 
is always and invariably a genial opti- 
mist. To get business you have got to be 
bullish. 

If a man comes into the office in an- 
swer to your letter or your advertise- 
ment, and asks what you think of the 
market, don’t go in too deep; don’t bris- 
tle with advice. A fairly safe course to 
pursue is to select some stock that you 
know is all right and discuss its good 
points. It is a poor Customers’ Man that 
does not know the history of the big 
corporations whose shares are traded in 
on the Stock Exchange, and it is essen- 
tial that he should know their good 
points down to the minute particulars. 
Before hazarding an opinion on the mar- 
ket, save in the most general way, it is 
always best to get the opinion of your 
prospective client. He is likely to have 


certain definite fixed opinions of his own. 
Find out just what he has on his mind. 
It is a great mistake for a Customers’ 
Man to cherish the illusion that he or 
any other man can always be right on 


the market. If you knew you would not 
be a Customers’ Man. You would hire 
an office of your own and buy and sell 
stocks for your own account. Even were 
it possible for you to hit it right five out 
of eight times you could, in a compara- 
tively short time, make money enough 
to sink an ocean liner. 

It may be that this representative of 
the Public is a bit pessimistic, but you 
may be quite sure that he is only voicing 
his fears. Fundamentally he is a bull. 
Do not make the mistake of switching 
to the bear side of the market. The 
Public has a horror of ‘going short. Stick 
to your guns, be a bull, a consistent bull, 
and you will win out in the end. Panics 
and bear markets have but fleeting exist- 
ence after all. The tendency in the long 
run is upward. There is always a bot- 
tom to the market but never a top. The 
only big winners in Wall Street get in 
on the bull side and stick like 'eeches 
with Job-like patience. 

The Customers’ Man, looking for real 
business, makes a grave blunder in try- 
ing to talk a prospective custome out of 
what he has made up his mind to do. 
He may be right, but if eventually it 
turns out that he is wrong, you still have 
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your customer and it is your business to 
set him right. 

Oftentimes those newly entering the 
market do very well, and in some cases 
they will make a large sum of money 
in a very short time. They do so well 
that they neglect their regular vocations 
and make frequent trips to your office. 
This is often a misfortune. In every 
broker’s office congregate chart “ex- 
perts” with their carefully made charts 
going ’way back to the flood and their 
dead sure system; chronic tipsters ; tape- 
readers who firmly believe that they can- 
not go wrong—a motley collection of 
dead-sure-thing men. Your customer 
becomes acquainted with these market 
oracles. He listens to the talk of the sea- 
soned speculators—usually they are pes- 
simistic chaps who can see small good in 
anything, full of fears and dire warn- 
ings and with a fondness for the short 
side of the market. 

Be his judgment ever so good, your 
customer becomes affected by the talk 
of these hardened pessimists, by the mar- 
ket letters, the gossip’and the tips. He 
loses his courage, gets badly muddled, 
becomes a victim of indecision, and 
shortly begins to lose money. Men do 
not long play a losing game. and unless 
you can get your man right you will 
lose a customer and a friend. 

Keep your customer away from the 
office and the influence of these profes- 
sional speculators. Do your business 
with them over the telephone if you want 
them to make money in the market. Un- 
less they make money you cannot keep 
them. As soon as they get to hanging 
over the stock ticker, theorizing over 
what the next quotation is to be and fol- 
lowing the advice of professional tipsters 
and tape readers, they are more than 
likely to be nailed to the losing side of 
the market. 

Next to being on the wrong side of the 
market the chief causes of loss in Wall 
street trading are insufficient margins 
and over-trading. The best margin 
which a broker may require from cus- 
tomers is 100%, and the closer you can 
keep them to that margin the surer you 
will be of retaining their business. “Gun- 
ning for stop loss orders” and “Shaking 
out an undesirable bull following” are 











WALL STREET’S 


well organized industries in Wall Street. 
The man protected by ample margins has 
little to fear from market raiders. 

One hears and reads much about 
crooked and crafty Wall Street men and 
the small chance that The Public has for 
making money in that locality. You can 
rest assured of one thing: If you haven't 
inherited or cultivated a pretty good 
character and a sense of what constitutes 
square and honest dealing, you won’t 
last long there. Quite contrary to the 
general belief, Wall Street hates a liar, 
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a thief, a crook and a grafter. The men 
who do business there are, as a rule, the 
squarest and the most honorable fel- 
lows in business anywhere. The busi- 
ness could not be carried on were it 
otherwise. To those who aim to be suc- 
cessful Customers’ Men, my best advice 
is: Learn to inspire confidence; develop 
your character; deal with your clients 
tactfully, with absolute honesty and un- 
failing courtesy. You may then be fairly 
sure of permanently holding down one 
of the best paid jobs in Wall Street. 





Wall Street's Inception 


On the morning of March 31, 1644, a 
man of clerkly appearance might have 
been seen standing at the entrance to the 
dilapidated fortress of New Amsterdam 
with a sheaf of officials papers in his 
hand. It was not an inviting prospect 
which confronted the observer that raw 
spring morning, for the roughly built 
wooden houses scattered about the fort 
looked sadly weatherbeaten, and the 
straggling, ill-made roads and paths 
which served as streets Were littered 
with refuse and ankle deep in mud. 

The man at the fort did not, however, 
waste much time in gazing at these dis- 
couraging surroundings. They were fa- 
miliar to him in every dreary detail, for 
Cornelius Van Tienhoven had been secre- 
tary of the council at New Amsterdam 
for many years, and if he had ever been 
disturbed by the prevailing wretchedness 
of the town it had long since ceased to 
afford him the slightest concern. Slowly 
turning his back to the view, he tacked 
one of his official documents to the wall 
of the fort, and then, swinging about and 
picking his way across the miry ground 
to a convenient tree, affixed another 
paper, 

Van Tienhoven’s handwriting was eas- 
ily read. Indeed, good penmanship was 
the only qualification he had ever dis- 
played for his office, and that virtue had 
wholly failed to endear him to the popu- 


lace, who hated the very sight of his 
clerical fist. The particular notice he had 
transcribed that morning, however, was 
singularly free from offense. It merely 
recited a resolution of the director and 
council of New Netherland that a barrier 
be erected at the north of the settlement, 
sufficiently strong to prevent the straying 
of cattle and to protect them from the 
Indians, and “warned” all interested per- 
sons to appear on “Next Monday, the 4th 
of April at 7 o'clock,” for the prosecu- 
tion of this work. 

It was not long, therefore, before the 
colonists were hard at work at the pro- 
jected cattle guard, and within a few 
days it stood completed. There is no 
authoritative information as to how it 
was constructed, but there is evidence 
that it consisted mainly of untrimmed 
trees felled at the edge of the adjoining 
forest and piled together to form a sort 
of barricade, and that its northern line 
running certainly from the present 
William street, New York City, to what 
is now Broadway, and possibly from 
shore to shore, marked the farthest lim- 
its of New Amsterdam, as it then existed, 
and practically determined the location of 
Wall street. 

Such was the origin of the best-known 
thoroughfare of the western hemisphere. 
—FrepericK Trevor Hit in Harper's 
Magazine. 





A Talk About Cotton 


By Miss Katherine M. Giles, Cotton Expert 


T was President Madison who, in 

I 1786, at a convention held in Anna- 

polis, Maryland, to consider a means 

for the relief of the embarrassment 

of the country then so much exhausted 

in its finance, said that the United States 

would one day become a great cotton- 
producing country. 

There is nothing to-day of so great 
importance to the Southern farmer as his 
cotton crop. This becomes more appar- 
ent with each successive year. During 
the great “cotton famine” caused by the 
Civil War, the production of cotton in 
the United States practically ceased, and 
it was not until 1867-68 that the cotton 
industry regained the position it had 
held in 1860. From that period until 
1880, when the approximate crop was 
6,600,000 bales, there was irregular but 
decided growth in the industry. In 1881 
adverse weather conditions caused a 
falling off from the previous year of 
about 1,150,000 bales. 

If all the land in the cotton belt adap- 
ted to the growth of the staple, which is 
estimated at 650,000 square miles or 416,- 
000,000 acres, were under cultivation, it 
is difficult to say just how many bales of 
cotton could be raised. It is quite need- 
less to state that a great movement would 
be started at small cost by foreign mis- 
sion societies to cover the nakedness of 
the people in those countries where but 
few clothes are worn. This is only one 
of the great possibilities of an enormous 
yield. 

Out of the above acreage of 416,- 
000,000 acres, only about one acre in 
every thirteen was given to the cultiva- 
tion of cotton in 1907. The State of 
Texas alone has an area of 160,000,000 
acres. Of course, it is understood that 
this land is not all adapted to the growth 
of cotton. But when considering the 
present cotton acreage of Texas, which is 
approximately 9,600,000 acres (thought 
by some to be too high), the possibilities 
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of this magnificent State, with its large 
area, superb soil and delightful climate, 
can be realized. 

It is claimed on good authority that 
this State alone could, with proper cul- 
tivation and favorable weather condi- 
tions, produce a crop equal to that in 
size of the crops now grown over the 
entire belt. The money value of the ag- 
gregate crop in the State of Texas in the 
past year was about $144,000,000. 

Among the first records of cotton acre- 
age in the United States, issued from 
the Agricultural Department, are those 
of 1870, when the land planted in cotton 
was 8,855,500 acres. Since that time a 
steady increase in acreage has taken 
place, and it is believed by many people 
well informed on the subject, that the 
cotton acreage of to-day is nearer 35,- 
000,000 acres than 33,000,000 acres. 
This matter is constantly being discussed 
and is of vast importance and great 
interest to anyone connected with the 
cotton industry. On the acreage, to a 
great extent, depends the size of the 
crop. Should the Agricultural Bureau 
or anyone connected with cotton statistics 
make an error in the estimated yield of 
the crop it most surely could be traced 
to the acreage. But what power on earth 
can tell the exact number of acres plant- 
ed in cotton each year? The Agricul- 
tural Bureau at Washington could great- 
ly improve its system of crop reporting, 
and benefit others in this line, by having 
the census on cotton acreage taken every 
five years, instead of, as present, every 
ten years. Next year (1909) will be the 
year for taking the census. It will be 
interesting to note the wide differences 
between the actual acreage of 1909 and 
the estimated acreage at that time as cal- 
culated by different authorities on the 
subject. 

The following table will give some 
idea of the increase in acreage since 
1870: ' 
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Acreage. Season. 
8,855,500 
7,811, 


Cotton exportation increased from 
487,600 pounds in 1793 to 1,600,000 
pounds in 1794, the year in which Eli 
Whitney’s gin was patented. In 1796, 
a year after he had improved his gin, the 
yield has risen to 10,100,000 pounds. 
The increased production seemed so 
great at that time that the planters were 
afraid they had overstocked the market, 
and various planters, after gathering 
their cotton and putting it in gin-houses, 
determined to cease the cultivation of the 
staple and turn their attention to other 
crops, fearing there would soon be an 
overproduction for export and home con- 
sumption. 

Prior to the invention, great difficulty 
was experience in separating the lint 
from the seed. The work was done by 
hand, the task being four pounds of lint 
cotton per week for each person; this 
was done in addition to the cultivation in 
the fields. From this it will be seen that 
it would take much more than a year to 
separate by hand the lint from the seed 
of a bale of cotton weighing 450 pounds. 

We know that cotton was first grown 
in India and from there introduced into 
China and Japan, but the use of the fiber 
met with active opposition. For many 
years cotton was grown as a garden 
plant. In the thirteenth century the in- 
habitants of China began active work in 
its cultivation, etc. 

The United States was the last to enter 
the list of cotton-producing countries of 
the world. The first effort to produce 
cotton on the North American continent 
was probably made at Jamestown a year 
or two after the arrival of the Colonists. 
It has, however, for over a hundred years 
ranked the foremost of them all. In 
about one hundred years, from 1790, the 
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Acreage. Acreage 


preduction of cotton in the United States 
increased from 5,000 bales to 10,000,000 
bates. Thus the beginning of the culture 
«. cotton in this country occurred about 
175 years before the industry became at 
all important. 

There are about 3,500,000 Africans 
now raising cotton in Uganda, Africa. 
This country is protected by Great Brit- 
ain. It is now only two years since the 
British Cotton Growing Association sent 
out seed and began its experiment in the 
growth of the staple. It is reported that 
the cotton in this section of Africa 
grown from the seed of American cot- 
ton is as good as any upland we produce. 

There are now thousands of small 
plantations all over Uganda. Cotton is 
everywhere there, and it grows well 
everywhere. This with almost no culti- 
vation. The amount of seed first used 
was about 1,000 pounds. The product 
from the last year was almost 2,000 
pounds, and the output of the current 
year will be about 5,000,000 pounds of 
seed cotton. This cotton comes from 
cultivated patches set out by natives and 
worked by them almost without instruc- 
tion from those who are in command 
of the government. The natives bring 
the cotton in bags on their heads from 
the fields, which in many cases are miles 
away from the warehouses, where it is 
stored, prepagatory to ginning. It is put 


_up in banana bark and bound with ban- 


ana fibers so that it cannot fall out while 
being carried. Each bale weighs about 
65 pounds. When the cotton arrives at 
the warehouses the planter is paid in 
rupees or in strings of cowry shells— 
equal in value to two cents of our money. 
This small sum of two cents per pound 
constitutes the reward for planting, cul- 
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tivating, picking and last, but by no 
means least, carrying for many miles this 
heavy weight on the head to the ware- 
houses. 

The pay is considered so small, even 
among the natives, who work for sums 
as low as four cents per day, that it is 
thought that the price for raising the 
staple will have to be advanced or but 
little more will be planted. 

Cotton is the money crop of the South. 
Europe pays enormous amounts to the 
South for her staple each year. About 
two-thirds of the yield is sent abroad. 

The following table shows the aggre- 
gate value of the cotton crops for the 
past six years: 


THE TICKER. 


A strenuous effort was made during 
the latter part of the winter and in the 
early spring to have farmers reduce their 
acreage. After repeated meetings 
throughout the South of different soci- 
eties formed for the protection of farm- 
ers throughout the cotton-producing 
States many farmers decided to reduce 
acreage, while others knowing their 
neighbor would reduce, went home with 
the idea of planting a larger acreage. 

This calls to mind the story of two 
farmers, Cyrus on his side of the fence, 
and Hiram on the other—each with a 
bag standing by his side labeled in large 
black letters, “Cotton Seed.” Hiram 
said, “Si, what ye plantin’?” “Taters,” 
said Si. “What you plantin’, Hiram?” 


“Taters,” said Hiram. 

The following statement will be of in- 
terest, showing as it does, the increased 
production in cotton since 1790, by bales: 





(a) Estimated. (b) No data. 


Crop. 
4,352,300 


Crop. Year. 


10,535,000 
12,800,000 
11,375,000 





Speculitis 


A Name for the Wall Street Disease. The Cause, 
the Symptoms and the Cure. 


By REYAM N. ORA 


HE cause of this ailment is the il- 

I lusion of everyone playing Wall 

Street, that he thinks and be- 

lieves he can beat the “Game.” 
The fact of his playing at it, is all the 
proof needed that this illusion exists. Did 
the player not feel confident of success, 
he would never enter the “Game.” 

“Beating the ‘Game,’” means taking 
money away from Wall Street. How 
many do beat it? Statistics are not avail- 
able, nor in the very nature of the case, 
can they ever become so. Deduction is 
the very nearest that can be made, in lieu 
of facts. This deduction can always be 
controverted ; yet there are certain facts 
generally admitted. These are that the 
rank and file lose money and that a few 
get rich at it. The rank and file not only 
lose, but lose a very large percentage of 
all they have, and the few, not only suc- 
ceed, but make so much money that their 
wealth accumulates beyond the very 
dreams of avarice. 

The reason for this is clear. The 
rank and file gamble at a game which is 
run by the few. The few own the para- 
phernalia necessary; they conduct the 
game, and the rank and file play it. 

A well-conducted gambling establish- 
ment makes money out of its patrons. 
No gambling casino anywhere gets such 
large players as this Wall Street “game ” 
Few get as large players as is the small- 
est Wall Street player. Not anyone is 
ready to risk such large sums in any 
other gaming venture as he does at this. 

Having the largest patronage possible, 
with a well-ordered and well-conducted 
lay-out, it is but a logical conclusion that 
the organization succeeds. The house 


Note.—No disease is caught by everybody. 
are subject to contagion, sometimes contract a 
leaves the big majority immune. 
temperament. Every case, however differs. 
general symptoms of the disease are the same. 


percentage, commonly called “Rake-off” 
in a gambling house, is in itself always 
sufficient to show big profits to the pro- 
prietors. 

As this Wall Street “game,” by its 
very ramifications has a “Rakeoff” 
of fully as large a per cent. as that 
of any game played anywhere, the vol- 
ume of business done would alone show 
that the net monetary results to “The 
House” must be colossal. That alone 
could account for the many losers and 
the large losses of the rank and file. 

The question suggests itself: Why will 
nearly all who play, risk such large 
amounts at the Wall Street “game,” 
when seldom anyone would even risk the 
smallest fraction of the sum at any other 
gaming venture? 

It would seem that the results of a 
gamble at roulette, faro or any other 
game offered at a gaming resort, are de- 
pendent purely upon the good or bad 
luck of the player (always eliminating 
the percentage to the house). This be- 
ing known to all who venture, they know 
themselves to be helpless, depending 
solely on their luck; their brain cannot 
help them here, and they know it. But 
in Wall Street they feel differently. That 
“game” appeals to the brain. There the 
business man has room to display his 
talent. 

Any business man can see why there 
are logical reasons for the fluctuations 
of the market. His business instinct re- 
volts at a pure gamble, but his trading 
and mercantile acumen combined with the 
ego of being just a little shrewder than 
the average man, will permit him to 
tackle the Wall Street proposition. 


Those whose constitutions or temperaments 
disease when exposed to it. Even an epidemic 


The worst sufferers are those predisposed to the disease by 
No two cases are exactly alike, although the 
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Every business man, when reading his 
daily paper, turns to the Market Quota- 
tations. To most men, the quotations 
have a fascination, and, they, in time, be- 
come acquainted with the prices of the 
active and inactive stocks. Not only 
does this happen to men generally, but 
it is remarkable how many boys have 
the quotations of the market at their fin- 
gers’ ends. The boy is alert; he hears 
Wall Street discussed in the home, at the 
office, in the cars; hears a father, brother 
or uncle tell of a stock he bought at a 
certain price. The boy follows it up in 
the newspapers. He only gets posted on 
prices and seldom gets further. But with 
the man it is different. 

He not only knows the state of. the 
market, but reads the “whys” and the 
gossip of the Street. He unconsciously 
stores his mind with Wall Street detail. 
Some friend or acquaintance has made 
or lost money in the Street lately. His 
attention to quotations and Wall Street 
news has shown him where he could have 
done well. 


Here the virus enters the system. He 


now has the disease. It then usually 
runs its course. It may, through acci- 
dental conditions, be gradually or sud- 
denly eradicated, but generally it gets 
a good grip on the victim and becomes 
chronic. The average man cannot cease 
playing after he once begins. 

He generally begins by buying some 
stock, recommended by a friend who 
knows some one who knows it is going 
to have a sensational rise. He has fol- 
lowed the quotations of this stock since 
he first heard of its prospective rise. It 
has risen ever since and his courage with 
it. When he does buy, it usually has 
had its advance. He has been informed 
as to the margin requirements and othér 
detail, and is very particular with his 
broker’s regarding interest charges. 

An argument on the interest question 
with a Wall Street tyro is an “interest- 
ing” event. 

At last he owns the stock. 
to go up. 

Here is a successful merchant who 
made his money by shrewd business 
methods, and in the face of hard compe- 
tition—surely more difficult than “beat- 
ing Wall Street.” 


It ceases 


THE TICKER. 


If in time, his holdings should show 
a loss and he is called on for more mar- 
gin, he responds cheerfully. Should a 
still further margin call be necessary, it 
is not pleasant. Ultimately, after ner- 
vously watching the fluctuations of his 
stock, he gets tired. He reasons: “There 
is bad news and stocks will surely go 
lower.” His business, perhaps, cannot 
at present spare more money. He then 
heroically sells out with a fairly large 
loss. 

He breathes more freely. He rests. 
He now finds new brain-food in quota- 
tions only, but at last takes another flyer 
to recuperate his loss. 

He has hitched his wagon to a star. 
He has surely become a Wall Street reg- 
ular. The disease evinces its symptoms. 

Should, however, his initial venture 
prove profitable, he considers Wall 
Street his oyster and the disease progres- 
ses at an alarming rate. He knows he 
was cut out for a Wall Street man. He 
bewails his luck that he drifted into a 
humdrum mercantile business. 

He cultivates the acquaintance of Wall 
Street brokers at his club or at the up- 
town hotels, the cafés of which he now 
occasionally frequents to hear “What’s 
doing.” The gossip he hears, he imbibes 
with the intent of using it on the morrow. 
But on the morrow, he handles it cium- 
sily. However, everything connected 
with the “game” is attractive to a specu- 
lator. He revels in this attraction for a 
time. The dream lasts until a panic oc- 
curs, and a panic always occurs when he 
is committed in the market to a larger 
extent than ever before. 

He finds himself in a bad hole. He 
sweats cold beads of perspiration. He 
sells out (near the bottom of course), 
but feels relieved that he is out of stocks. 
He vows to stay away from the Street, 
and to quit the “Game” forever. 

He quits for a while. Stocks again 
look attractive. He breaks his vow. His 
excuse to himself for speculating again 
is some inane reason to save his self- 
respect. This time, his business suffers. 
He devotes more time than heretofore to 
the “Game.” He takes bigger plunges. 
Stocks look better; he takes a big flyer 
and is caught again. 

About this time, he learns to play the 
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Bear side, for he finds that, notwithstand- 
ing the advances, stocks always drop to 
lower figures than when he bought them. 

However, the same process now re- 
verses itself. Stocks he is short of, go 
up. He finds that selling short is a stunt 
just a bit more non-remunerative than 
buying and being long, for, Lo and Be- 
hold! everything is booming and no panic 
ever occurs when he “bears” stocks. He 
tries other tactics;—dabbles in Puts, 
Calls and Straddles, and becomes adept 
and proficient in all the vicissitudes of 
the Street. In all but the great final test, 
which is, TAKING MONEY OUT OF WALL 
STREET. The disease is simply doing its 
grim work when he reaches this stage 
of being an “in and outer” without re- 
sults. 

The disease will last to ruination, un- 
less a remedy is now applied. This rem- 
edy sometimes is found by instinct (as a 
hermit in the woods finds his herbs), or 
it is supplied by someone who has had the 
disease and knows what remedy is ur- 
gently needed. The manner of admin- 
istering it is rather complicated. It is 
at first repellent to the mind and seems 
anything but the right specific. Every- 
body who has the Wall Street ailment 
cannot take it. No one can be cured un- 
less he does. But, after the treatment 
has been conscientiously followed, a sure 
cure is effected. 

Absolute knowledge of when and how 
to play is the remedy; success at specula- 
tion, the cure. 

To get that knowledge; to be a suc- 
cessful speculator is a matter of labor 
and research. 

A haphazard speculation may result 
in profit; a well calculated move may 
result in loss; yet the trained mind— 
the professional speculator who has stud- 
ied the “game” and all its phases, has a 
better chance to get the money than the 
ordinary player who simply ventures in 
the Street on a tip or some other crude 
idea, 

Any merchant who cares to go further 
into the proposition, may by some study 
into the fundamental reasons of the fluc- 
tuations, buy or sell stocks on margin 
and have as good a chance to take money 
away from the Street as the profes- 
sional. 
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It is pre-eminently the merchant who 
knows that money never comes easily. 
It must be worked for. Why, therefore, 
should he expect it to come easily in Wall 
Street unless thought and labor be ex- 
pended upon the manner in which it is 
to come? 

A speculation in merchandise can 
safely be made by most merchants, but 
a speculation in Wall Street can hardly 
be made safe by any one unless the same 
manner of reasoning is used as in any 
other speculative transaction—not rea- 
soning from a mercantile viewpoint, but 
from a Wall Street viewpoint; not rea- 
soning from an investment Wall Street 
viewpoint, but from a speculative Wall 
Street viewpoint. That speculative view- 
point may be located by labor and re- 
search into past and present fluctuations. 

No one need contract a disease that is 
based upon an illusion, let alone such a 
disease as we have called “Speculitis,” 
when, by some delving into the record 
of any stock in which one wishes to spec- 
ulate, we find its fluctuations, peculiari- 
ties and habits of rising and falling, 
plainly recorded. This record will show 
its idiosyncrasies, which can undoubt- 
edly be made use of in some manner by 
anyone wishing to speculate therein. By 
using a well-thought-out method based 
on analogy, no illusions are created, the 
disease of “Speculitis” avoided and a 
good chance of beating Wall Street 
created. 

Therefore, the disease of “Speculitis,” 
when contracted, can be cured by suc- 
cess at speculation in the “Street.” 

The knowledge of when and how to 
play will bring success, That knowledge 
can be obtained by any one. All that is 
needed is study of past quotations, good 
judgment as to the handling of those 
quotations for future use, and by using 
Wall Street methods—not haphazard 
intuition—in making speculative ven- 
tures. Combining experience with that 
knowledge, a merchant or any one now 
at the mercy of the wind in speculation, 
can handle himself properly, avoid pit- 
falls and win out handsomely in the 
Street. _ Surely he is then inoculated 
with an antitoxin that will prevent him 
from ever contracting the disease we 
call “Speculitis.” 











stock ticker in a broker’s office, 

and he of the tall hat and fault- 

less attire had been holding forth 
as to methods used by “suckers.” 

A newcomer, who had just put in an 
order to buy 10 Steel at 38, and who 
was looking for information on any sub- 
ject relating to “the game” grew curious, 
and, edging closer, remarked, 

“Pardon me, sir, but what is the true 
Wall Street definition of ‘a sucker?’ ” 

The oracle thought for a moment, then 
replied, 

“A ‘sucker’ is one who trades on a 
small margin, without a stop order; 
whose orders are always at a limited 
price, always 4% away from the last sale 
—never ‘at the market’; who buys on 
good news and sells on bad; who acts on 
everyone’s opinion but his own; who 
thinks the ‘Street’ is playing for his 
particular $1,000, and that his purchase 
or sale turns the market so that he al- 
ways loses. 

“He is a ‘sucker’ who starts with a 
small wad of money and a big bump of 
inexperience, and he is a ‘sucker’ when 
upon making a profit on his first deal, he 
thinks he has Wall Street by the tail.” 


"Ts were standing about the 


- 





I was in Washington, some years ago 
and met my old ftiend Arthur Bateman, 
who was then running a branch office 
for Price, McCormick & Co. The office 
occupied the first floor of the building 
next to Hotel Chamberlain; it was 
formerly a residence, James G. Blaine, 
and other prominent men having leased 
it at various times. 

He took me through the house, which 
in its day had been a fine old place, and 
coming into the front room on the sec- 
ond floor, remarked: 

“This is a very interesting room in- 
deed. Do you remember the time when 
Sugar was so active as a result of the 
fight over the duty?” 

“Do you mean when certain members 
of Congress were accused of manipulat- 
ing things at the Capitol so as to affect 
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the price of the stock, and when their 
broker was put in jail because he 
wouldn’t divulge the names of the cul- 
prits ?” 

“Yes, that’s the time,” said he. 

“I remember it perfectly.” 

“Well, this is where it all happened. 
Those shelves in the corners held stock 
tickers, and from this room there ran a 
private telegraph wire to a broker’s office 
in New York. 

“In the Senate chamber were certain 
members who kept in touch by ‘phone 
and in this room were three Senators 
who ate and slept here for days. No one 
but their confederates knew where they 
were, and not a Sergeant-at-Arms in 
the Capitol could locate them. 

“Their methods were to put out a line 
of shorts and then raise the duty on 
Sugar; when the market broke they 
would cover, go long and “take the duty 
off.” This was repeated, with varia- 
tions, until the very dreams of avarice 
were satisfied. 

Talk about inside information! 





Jay Gould’s old partner Morosini, had 
a pat way of expressing his dislike for 
inactive stocks. Upon one of these is- 
sues being recommended to him, he 
would snap out, 

“None of those damned stocks for me. 
It takes you only ten seconds to get in, 
but ten years to get out.” 





On the third of July the volume of 
stock transactions reached the lowest 
level recorded in recent years. The mar- 
ket pendulum came to a complete stand- 
still. However, some of the boys on the 
floor loaded up with Torpedoes (com- 
mon), and as usual when there is too 
much company on one side, Torpedoes 
went off. 

This reminds us of an inquiry from 
our old friend “Anxious Reader,” to this 
effect: What is a graveyard market? 

Such a market, anxious one, is where 
those who are out don’t want to get in 
and those who are in can’t get out. 





The Relation of 


and 


Transactions 


New Listings 


On the New York Stock Exchange to the Business Conditions of the 
United States 


By ROGER W. BABSON* 


Stock Exchange, there are three fea- 
tures which are of value in forecast- 
They are 


T° connection with the New York 


ing business conditions. 
as follows: 

1. The Quotations, 

2. The Transactions, 

3. The New Securities Listed. 

When studying the quotations, only a 
long period, or rather the general tend- 
ency should be considered; the fluctua- 
tions from day to day are of no value 
whatever, nor are the swings covering a 
period of only a few weeks. Studying 
the general tendency of the market, how- 
ever, is of value in forecasting and 
prophesying business conditions. If the 
high point of each successive major 
swing is higher than the high point of 
the preceding swing and if the low point 
of each successive swing is not so low 
as the low point of the preceding swing, 
then the tendency of the market is up- 
ward. If the high and low points are 
lower than those of the preceding swings, 
the tendency of the market,is downward. 

In order to study this matter intelli- 
gently, a plot should be made of the 
average prices of the twenty leading rail- 
road stocks and the twelve industrial 
stocks, Such a list the Wall Street Jour- 
nal uses in connection with its “Daily 
Barometer”; known as the “Dow, Jones 
Averages.” 

The twelve industrials thus used are: 
Smelters Com., Amalgamated Copper, 
Rubber pfd., National Lead Co., U. S. 
Si.el pfd., People’s Gas, U. S. Rubber, 
U. S. Steel com., Sugar com., General 
Electric, Colorado Fuel & Iron, and 
American Car & Foundry. 

The twenty active railway stocks are: 
Atchison, Brooklyn Rapid Transit, Cana- 
dian Pacific, Delaware & Hudson, North- 
west, St. Paul, Twin City Rapid Transit, 
Erie com., Louis. & Nash., Northern Pa- 


* All rights reserved by the author. 


cific, Missouri Pacific, N. Y. Central, 
Pennsylvania, Reading com., Southern 
Pacific, Southern Railway com., Union 
Pacific com., Norfolk & Western com., 
Baltimore & Ohio com., and Illinois Cen- 
tral. 

The most careful statisticians make 
two plots, one for industrials and one for 
rails. Chart No. 1 covers the month 
of May for the above mentioned stocks 
and shows the trend of the market. 

Another list is as follows, made up of 
ten stocks, of which nine are railroads 
and one industrial. The average prices 
of these ten stocks for the month of May 
are shown in Chart No. 2. 

As an aid at arriving at the tendency 
of the market, statisticians make a dot at 
the center of each movement, or midway 
between the high point and the low point 
of each main swing. These dots are then 
connected up with a line and this line 
shows at a glance the tendency of the 
market. This average line is shown 
above in the plot for the ten leading 
stocks, 

One other method which we mention 
is that used by Thomas Gibson who uses 
23 rails and 18 industrials as follows: 

Rails: Atchison, Baltimore & Ohio, 
Canadian Pacific, Chesapeake & Ohio, 
Colorado & Southern, Denver & Rio 
Grande, Erie, Illinois Central, Louis. & 
Nash., Missouri, Kansas & Texas, Mis- 
souri Pacific, N. Y. Central, Norfolk & 
Western, Northern Pacific, Pennsylvania, 
Reading, Rock Island, Southern Pacific, 
Southern Railway, Union Pacific, Wa- 
bash. 

Industrials: Amalgamated Copper, 
American Car & Foundry, American Lo- 
comotive, American Smelting & Refining, ' 
American Sugar, Anaconda, Colorado 
Fuel & Iron, Corn Products, Distillers’ 
Securities, General Electric, National 
Lead, People’s Gas, Pressed Steel Car 
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No. 1. 


Republic Iron & Steel, Consolidated Gas, 
U. S. Realty & Improvement, U. S. Steel 
com., U. S. Steel pfd. 

Mr. Gibson plots one line for the aver- 
age price of the rails and another for the 
average price of the industrials, while a 
third line represents the average between 
the two. 

Statisticians also note the relation be- 
tween the railroad plot and the industrial 
plot, as there is a constant though com- 
plicated relation between the two. This 
relation we have not space to describe 
in detail here, but we will state simply, 
that a future change in conditions may 
be discerned more quickly by having the 
two plots, one for railroads and the dther 
for industrials, than if both were aver- 
aged together on one plot. Usually the 
industrial quotations follow the railroad 
quotations both in a rising market and in 
a falling market, but this is not necessar- 
ily true and exceptions to the rule have 
very suggestive and instructive features. 

If considered in a conservative man- 
ner, the tendency of the stock market is 


Dow-Jones Averages. 


a very valuable feature in forecasting 
business conditions. This is due to the 
fact that the stock market anticipates 
business conditions. Earnings are abso- 
lutely dependent upon business and stock 
market conditions are ultimately depend- 
ent upon earnings; therefore, a rising 
market over a long period of time means 
that the majority of operators believe 
that business conditions are to improve, 
and a falling market means that they 
believe in poorer business conditions. In 
other words, a study of the stock mar- 
ket gives one a composite idea of the 
opinion of the ablest bankers and brok- 
ers, This is the reason why the stock mar- 
ket always turns to go down while earn- 
ings are still increasing and always turns 
to go up while earnings are - still 
decreasing. In order that an oper- 
ator may make money, some other 
operator must lose money and the one 
who makes the most is not only the one 
who calculates correctly, but who 
is the first to do so. For this reason, the 
stock market movements usually precede, 
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by a number of months, any movement in 
business conditions; they consequently 
are an extremely good barometer in fore- 
casting business conditions. 
TRANSACTIONS IN SHARES. 

Quotations should be studied in order 
to ascertain the general tendency of the 
market. The transactions should also 
be studied for the same purpose, for the 
reason that a rising market during which 
.only a few shares change hands means 
very little, as such a market could be 
caused wholly by manipulation; in the 
same way, a falling market during which 
only a few shares change hands cannot 
always be depended upon. 

In order to reacn a correct conclusion 
the “volume” should be multiplied by the 
“quotations.” The principle which we 
have in mind is the same as “foot- 
pounds” in mechanics. “Pounds” by 
themselves are meaningless, and “feet” 
by themselves have no significance. It 
means little to say that there is power 
enough to lift a body weighing a hun- 
dred pounds; nor does it mean much to 
state that there is power enough to move 
a body one hundred feet. But when one 
states that there is power enough to lift 
one hundred pounds through a space of 
one hundred feet, it is possible to judge 
correctly the power involved. The same 
relation exists between the quotations 
and the number of shares traded in. 

Therefore, the leading statisticians not 
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only plot the “share quotations” of the 
leaaing railroads and industrial stocks, 
but also the “number of shares traded in” 
during the day. In fact, one plot is usu- 
ally kept directly under the other with 
the same horizontal scale. Some statis- 
ticians carry this still further by having 
the third plot which represents the num- 
ber of shares, multiplied by the average 
prices. This third plot is very interest- 
ing and instructive and is what most 
business houses, which have statisticians 
or statistical departments, use. In other 
words, with a constant volume of busi- 
ness each day, one can judge business 
conditions by the quotations alone; but 
unless this volume is uniform it should 
always be taken into account. An aver- 
age rise in the market of one per cent. 
with a volume of 2,000,000 shares, 
means more than a rise in the market of 
4 per cent. with a volume of only 200,000 
shares. 
NEW SECURITIES LISTED, 0s 

The two subjects discussed above, 
namely Quotations and Transactions, are 
interrelated and should be distinctly con- 
fined within one paper. 

Although the subject of “New Securi- 
ties Listed” bears no relation to the 
above two subjects, we will, for the sake 
of convenience, take up the discussion of 
this subject herein. 

The reasons for studying the subject 
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of New Listings will be seen from the 
three following fixed laws of economics: 

1. DURING A PERIOD OF PROSPERITY, ‘AS 
THE NUMBER OF NEW COMPANIES, NEW 
PROMOTIONS AND NEW SECURITIES LISTED 
INCREASES, THE DANGER OF A PANIC IN- 
CREASES ; ALSO THE TIME BETWEEN SAID 
PERIOD OF PROSPERITY AND A FUTURE PE- 
RIOD OF DEPRESSION DECREASES, 

2. WHEN THE NUMBER OF NEW COM- 
PANIES, NEW PROMOTIONS AND NEW LIST- 
INGS ARE AT A MINIMUM, FINANCIAL DE- 
PRESSION IS ABOUT TO COME TO AN END. 
, 3. AN INCREASE IN THE NUMBER OF 
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No. 3. 


NEW SECURITIES, NEW LISTINGS AND NEW 
PROMOTIONS FROM A MINIMUM, IS A SIGN 
OF IMPROVED CONDITIONS UNTIL THE 
NORMAL NUMBER IS REACHED, AFTER 
WHICH AN INCREASE AGAIN BECOMES A 
SOURCE OF DANGER. 

Out of the entire twenty-five subjects 
which we are specially treating in these 

pers, this one is the only one by which 
it was possible to forecast the panic of 
1903. For this reason, this panic was 
said to be due to “undigested securities” 
and was known as “The Rich Man’s 
Panic.” 

Of course, one cannot rely upon a 
study of this one subject, as many panics 
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have taken place when the new listings 
have been normal and the change in con- 
ditions could only have been forecasted 
by a study of some of the other subjects. 
In fact, the difficulty in studying this 
subject is that the figures remain very 
constant for a long period of time, and it 
is only the great dips one way or the 
other which are of use to the statistician. 

In other words, a study of this subject 
is of little value under normal conditions, 
but of great value under abnormal con- 
ditions. If we are in a period of de- 
pression and we reach a point where 
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practically no new companies are incor- 
porated and there are absolutely no new 
promotions or listings, all such work be- 
ing at a standstill, we may be sure of im- 
proved conditions in the near future. 
Conversely, if we are in a period of pros- 
perity and there is an abnormally large 
number of promotions, an abnormally 
large number of new corporations being 
formed and new securities being listed, 
we may be absolutely sure of trouble 
ahead. This usually comes first in the 
form of tight money, followed immedi- 
ately by a decline in the stock market and 
later by a period of depression in busi- 
ness. - 





The Value of a Market 


For Listed and Unlisted Securities 


By ALFRED S. HARRIS 


HERE is an old Wall Street 

I query, “What is a Stock 

worth?” The definition is, “It’s 

worth what you can get for it.” 
An important consideration when pur- 
chasing securities is, therefore, whether 
or not they have a thoroughly reliable 
market. 

The object in organizing a Stock Ex- 
change is to establish a market for ap- 
proved securities—a place where anyone 
may, during any business session, buy or 
sell at the prevailing market price. This 
price being quoted in the daily news- 
papers, holders are able to keep in close 
touch with fluctuations, and the effect of 
news or information bearing upon val- 
ues. ‘ 

If Union Pacific had no regular mar- 
ket—was listed nowhere and there was 
no place in particular where buyers and 
sellers might meet, the latter would be 
chasing each other all over the country. 
Sales might take place simultaneously in 
different States. at prices varying from 
100 to 200; the man with 10 shares for 
sale might have to advertise it in the 
daily papers. This may seem ridiculous, 
but it is true. For this reason, securities 
listed on a reputable Stock Exchange, 
contain an element of value entirely ab- 
sent from those which have no regular 
market. 

The very listing of a security indicates 
that the company has been in existence 
for a certain length of time and that its 
affairs have been examined by certain 
official critics, known as the Committee 
on Stock List, who have passed upon the 
proposition as being acceptable under the 
rules of the Exchange. The stock is 
listed forthwith and thereafter has an es- 
tablished market at a designated “post” 
on the Stock Exchange. 


After listing has been accomplished, 
the stock’s fluctuations are given world- 
wide publicity ; thereafter, holders there- 
of may, within certain limitations, hy- 
pothecate their shares at almost any 
financial institution in the country ; hence 
listing has the effect of stamping a se- 
curity as reasonably sound and entitled 
to recognition by investors and money 
lenders. 

Another class of securities is handled 
in the Curb markets. These are also 
generally quoted in the daily press and, 
to a limited extent, attain recognition, by 
reason of their having a market at this 
particular place. 

As the Curb markets are not organ- 
ized, have no officials and no rules, the 
mere handling of a stock on the Curb, 
should: not entitle it to increased regard 
in the eyes of investors. Some of the 
most flagrant swindles have been per- 
petrated upon the financial community by 
means of fictitious transactions on the 
Curb. 

The fact that a stock is traded in daily 
at a figure, does not establish a market 
for it. You may see a couple of thou- 
sand shares “reported” every day for 
several weeks, but the test of a market 
is “How much can you sell at that 
price?” “Wash” sales are the chief fac- 
tors in padding a market for the purpose 
of deceiving the outside public. 

A few years ago, a mintng stock was 
brought out on the New York Curb, for 
which quotations were made at a certain 
level. The stock was never very active, 
but the object in its flotation soon be- 
came apparent to careful observers. Pro- 
moters and agents scoured the country 
for people who had real estate or other 
property to sell; in exchange the pro- 
moters would offer shares of this mining 
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stock, with the assurance, “there is a 
good market for it on the New York 
Curb.” Hundreds of gullible property 
owners were deceived into an exchange 
of this kind, only to find to their sor- 
row that there was no real-market for 
the stock. 

There are, however, many substantial 
issues dealt in on the Curb; next to the 
Stock Exchange, this market affords 
many advantages to investors and specu- 
lators. 

A third group of stocks and bonds are 
handled by dealers in unlisted securities. 
Each dealer has his particular line of 
specialties which he can usually buy or 
sell at any time. One prominent dealer 
in this line claims that he can furnish 
quotations on upwards of 100,000 differ- 
ent issues. This illustrates the extent 
to which corporate flotation has been 
carried during the past decade. Com- 
pared with the number of securities ac- 
tually listed on the exchanges, those in 
the unlisted class are by far the more nu- 
merous. The above mentioned dealers 
have various means of locating bids and 
offers for this class of securities. Fre- 
quently the secretary or some other offi- 
‘cial of the company is called upon, but in 
the more stable issues, a well posted 
dealer can immediately name the best 
market. The chief disadvantage of trad- 
ing in these issues is the w'de market 
between bid and asked prices. These, 
sometimes, are from ten to fifty points 
apart, owing to the varied ideas of value 
entertained by holders, actual or pros- 
pective. The dealer aims to buy as low, 
and sell as high as possible. He will not 
work for a commission in such cases, 
but endeavors to make a profit commen- 
surate with his knowledge of the mar- 
ket; the wider and more imactive the 
market, the greater his profit. 

The least desirable issues are those 
sold at from ic. to $10 per share, 
through flaring advertisements in the 
Sunday newspapers, or by circularizing 
on a gigantic scale. Stocks of this char- 
acter are simply put out to catch “suck- 
‘ers” and the appearance of such adver- 
tisements or literature is proof of the 
perennial crop of gullible investors. 

One of these campaigns, recently car- 
‘ried on by a company using a very im- 
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posing corporate title, resulted in the sale 
of $1,000,000 worth of stock of low par 
value, in lots of one share and up. To 
facilitate the fluctuation, clients were of- 
fered easy terms of payment and other 
inducements as to reservation, etc. Those 
who responded to the literature, but did 
not purchase, were turned over to a 
representative of the concern, doing busi- 
ness under another name; the latter of- 
fered the stock at concessions from the 
original price. Still another group of 
insiders took advantage of the situation 
and offered their personal holdings, at a 
further reduction, payable also on the in- 
stalment plan. 

These three elements working for the 
sale of the stock, resulted in a thorough 
loading up of the public. Those who 
refused to buy the stock at one price 
would buy at another, thinking they 
were obtaining concessions. In the end, 
purchasers found themselves landed. 


There was little or no market when they 
desired to dispose of their holdings. The 
panic last year, which forced the major- 
ity of people to liquidate, prompted hold- 


ers of this security to “offer it down,” 
the effect of which was the establishing 
of a market at about 10% of the original 
flotation figure. 

That the insiders well knew what was 
coming is shown by the attitude of some 
of them, who, acting as dealers, sold the 
stock “short” on the instalment plan and 
bought it in when the break came. They 
anticipated the time when there would 
be little or no market and when the hold- 
ers could sell only at an immense sacri- 
fice. 

There being no fixed market for the 
stock, certain people were selling at one 
price and others buying at double or 
triple that price, simultaneously. Had 
this stock been listed, or traded in, on 
the Curb, there would have been a uni- 
form market at all times for both buyers 
and sellers. : 

Every brokerage house in the “Street” 
receives frequent inquiries for quotations 
on securities which they have never heard 
of, and which are not listed in any of 
the manuals. Upon receipt of one of 
these inquiries, the broker calls up the 
dealer who makes a specialty of such 
issues. If the dealer has no knowledge 
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of the market, he communicates with an 
official of the company and if the offi- 
cial knows of no market, nothing else 
remains to be done, except to inquire of 
what are known as dealers in obsolete 
securities. 

There is a list of obsolete securities 
published; a random glance through its 
pages shows that in the majority. of 
cases, these stocks are worthless, the 
companies liquidated, or the charters for- 
feited. The list is growing steadily 


169 


every year and now forms a sort of 
monument over the grave of thousands 
of defunct corporations. 

The value of a reliable market for a 
securiéy cannot be overestimated. He 
who deals solely in listed securities, the 
management of which is conducted in an 
open and above board way, the financial 
condition and earning power being fully 
demonstrated, has chosen the safest class 
of securities for either investment or 
speculation. 





The Traders Convention 


Speaker : Mr. E. C. Cummings, of North Wales, Pa. 


Subject: A Stop 


Order Method. 


By Which a Bull Could Have Made Money During the Panic Year of 1907 


HE losses of most speculators can 

I be traced to their utter disregard, 

or rather lack, of knowledge— 

the most important factor in 
the game. Their judgment is the only 
dictator and safety valve. 

Judgment in the average speculator 
can usually be analyzed down to mere 
opinion, which has been subtly created 
by other persons. Opinions, hearsay, ru- 
mors, newspaper articles (more or less 
correct), etc. If a speculator relies only 
on his judgment he is subject to current 
influences and lacks stability. Then, 
furthermore, his judgment even though 
correct is more or less impaired by his 
impulses. His “nerves,” fears, procras- 
tinations, confidences, etc., his human 
weaknesses, will usually beat him, even 
though his judgment originally was 
correct. 

It is not my idea to condemn judgment 
but to suggest that it is more liable to 


cause loss than profit to the active specu- 
lator. The man who uses his judgment 
to anticipate the next, the daily or week- 
ly fluctuation, is really only making a 
guess; but if judgment is formed by 
statistical facts, and based on fundamen- 
tal causes in an endeavor to determine 
the broad swings of the market, it is 
more likely to be correct and intelligent. 
Whereas this guides the investor it is 
of no avail to the active speculator, who 
is constantly dealing in chances. As 
Mr. Lawson says; “Call it gambling, it is 
my opinion that the English language is 
much in need of a word that means gam- 
bling, but which could be pronounced 
to sound like ‘Speculation.’ ” 
Theoretically a speculator who can use 
broad judgment-to determine the long 
trend of the market and play with some 
mechanical method which shows the 
tendency, should make money. Such a 
speculator would be a bull or bear for 


*This is the first response to the suggestion of Mr. Edwards, in our July Number, that 


traders with plans for Successful Speculation, reduce them to writing. 
submitting these papers, traders will help themselves as well as others. 


We believe that by 
It is by comparison, 


criticism and discussion that the weak points of any plan may be eliminated. 
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the long swings, but he would only act 
when his mechanical methods were in ac- 
cordance with the trend as suggested by 
his broad judgment. Line charts of stocks 
are very mechanical and no doubt are 
responsible for many so-called “systems.” 

The following is offered suggestively 
adhering strictly to the gambling phase 
of the subject. 

From any given point, a stock that 
moves can do one of two things, either 
go up or go down—how far is another 
question. The chances of getting on the 
right side are equal providing guessing 
(judgment?) is eliminated. 

If a coin is tossed “Head I buy—Tail 
I sell,” the chances are equal and the 
brokerage, tax, interest, and invisible 
eighth, constitute a percentage against 
the speculator of possibly 1% of one per 
cent. 

Were a stock to move by eighths and 
quarters in either direction, a number 
of points in excess of a predetermined 
limit of loss (which for convenience we 
will place at 2 points), an advantage 
would be created in favor of the specu- 
lator. In other words, if a stock will 
move either way ten points, the chances 
of being on the right side are equal; if 
then you are right, ten points profit will 
result, less the kitty (1% point), and if 
wrong, a loss of two points plus the kitty, 
will result. 

Active stocks do eventually move ten 
points from a given quotation, yet even 
though the speculator uses a two point 
stop order, he loses, for the reason that 
the stock goes both up and down from 
where he bought or sold; he loses on 
either side, the two point stop is reached. 
What is the usual action of'a stock go- 
ing ten points from a given quotation? 
It fluctuates and reacts; the price gets 
a point or two higher or lower, and re- 
acts; there is a three, four or six point 
movement and reaction. A trend is now 
being formed and shortly the trend it- 
self reacts. At any given price at which 
the speculator enters the market his 
trade is at the mercy of reactions. 

To sum up: Stocks do move ten 
points in a swing and the chances are 
equal for guessing whether it will be ten 


points higher before ten points lower. 
With a two point stop, the speculator can 
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lose five times and win once, and be even; 
anything better makes money, yet the 
trouble is caused by reactions which make 
the stock go two points higher and lower 
before it reaches ten points in either di- 
rection. In some markets this method 
would make money; in narrow, trader’s 
markets, it will lose money. 

The reason the player has no real ad- 
vantage is because the market is not 
entered at the proper time, or rather, 
price of the particular stock. It is self- 
evident that extending the limit of loss 
to three or four points would help none, 
as the operator would have to win as 
many more times in direct ratio. 

There is no real reason why the profit 
should be limited to ten points. We 
might just as well allow twenty or thirty 
points to pile up. After profit does exist 
there is good reason to protect this 
profit, but only against a change of trend 
not against a healthy reaction of either 
the movement or the trend. There must 
be a saving point—a best place—to get 
in the market, which logically is at the 
expiration of the reactions. 

Another point: If profits are to be 
allowed to run indefinitely, existing 
profits should be protected ; the stop will 
then necessarily be moved from time to 
time, endeavoring to keep it just outside 
of what would be considered as a healthy 
reaction. 

Based on these theories, I offer the fol- 
lowing mechanical rules. I claim that it 
would have been possible for a specula- 
tion to have actively traded during the 
panic year of 1907, never to have been 
a bear, always buying stocks when the 
rules dictated and to have lost no money. 
At the same time, had he been always 
a bear by adhering to these rules he 
would have made an enormous fortune 
with a shoe-string start. 

1. Consider only movements and reac- 
tions of one point or more, drawing a 
chart for guidance and record. 

2. Be either a bear or bull, as sug- 
gested by judgment based on broad mar- 
ket influences. 

3. Ifa bull, only trade when the rules 
dictate purchases; if a bear, only when 
rules suggest short sales. 

4. After a stock has moved a point or 
more wait for the reaction of that par- 
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ticular movement. After the reaction 
has terminated and a second movement 
has progressed one point from the end- 
ing of the reaction, buy or sell, according 
to your position of bull or bear. 

5. Protect each trade at the start with 
a two point stop order. 

6. After the second movement (of a 
point or more) has reacted and the third 
movement progressed, trade again, pro- 
viding the second reaction did not reach 
as high or low as the first reaction in 
other words, providing the trend con- 
tinues to assert itself. 

7. After 2 points profit exists, move 
the stop to the purchase price; after 4 
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in narrow markets, many that will break 
even. 

Overtrading must be checked by lim- 
iting the possible loss at any particular 
stage to not over 10% of the capital. 
That is, no matter what stocks might do 
only 10% is risked. 

Herewith is a chart of American 
Sugar showing eighteen places at which 
a bull could have entered the market 
with the chances of gain in_ his 
favor. 

Were it possible for a man to have 
been a bear during this rise, he would 
have sold at 109 about February 19, sus- 
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points move to 2 points above the pur- 
chase price; after 8 points to 6 above; 
after 12 to 8 above; after 16 to 12 above; 
after 20 to 14; after 26 to 20, after 32 to 
25, etc. 

8. Each trade stands on its own bot- 
tom. 

The object of all this is to go with the 
trend, to take advantage of the narrow 
reactions, to allow profits to run indefi- 
nitely and to restrict losses to 2 points, 
at the same time, protecting existing 
profits consistently with chances for ad- 
ditional gain. 

Very rarely will more than three con- 
secutive losses be sustained. There will 
be more winning than losing trades, and 


taining a two point loss after having 
had an existing profit of 1 point. The 
next opportunities would have appeared 
after March 23, when he would have 
sold at 125% and 125, breaking even on 
each ; then again, at 124 losing 2 points. 

Thus, although his judgment was 
wrong he would have been mechanically 
protected and only allowed to enter the 
market four times during a rise of 20 
points, covering a period of three 
months. In this time he would have suf- 
fered a loss of but 4 points. 

His judgment being correct and he a 
bull, he would have had 18 opportunities, 
10 of which show substantial profit, 6 
break even and 2 a loss of 2 points each. 





Scale Buying 


By Thomas Gibson 


I have called attention to the sound 
merits of the scale order when the 
market is at a low leve!. If prices are 
low and a man wishes to invest in secur- 
ities or to speculate for the long pull with 
ample margins, the simplest method of 
procedure is to buy the desired line and 
let it alone until a reason for selling de- 
velops. But the more active speculators 
who think a reaction is probable but not 
certain, and who want the advantage of 
that reaction if it occurs, and do not want 
to be left altogether if it does not, can 
best accomplish their object and assure 
their peace of mind by making a moder- 
ate initial commitment and averaging in 
the event of a decline. It is very diffi- 
cult, however, to realize the fact that, 
following this system, a decline is the 
very best thing that can happen. It 
means ultimate profit. If, on the other 
hand, we get only the original lot, we 
can thank fortune for small favors and 
console ourselves with the reflection that 
the market is always with us, 

The great trouble with averaging is 
that after the scheme is started, its ex- 
ponent stands with his nose rubbing the 
ticker globe, and as the market declines, 
he listens to the stories of ruin and de- 
vastation which always accompany a de- 
cline in stock prices, and in many cases 
the well-laid plans are abandoned at or 
near the bottom. 

As an evidence of the efficacy of the 
scale order, I will relate a little incident 
which occurred recently. One of my 
clients bought 100 Atchison at 86 before 
the money panic occurred. At 81 he 


bought 100 more; at 76 another hundred, 
at 71 another 100. In this case the pur- 
chaser was unusually unfortunate. He 
ran into a stage of the market that does 
not occur more than once in ten years— 
a panic; but to-day his entire line stands 
averaged at 78%, and has a fair profit. 
The fact that Atchison did run severely 
against him was his salvation. 

It will no doubt be contended by many 
critics that few speculators have either 
the money or the patience to pursue such 
a plan as that outlined above. This may 
be answered simply with the statement 
that he ought to have both. The total 
amount of money invested in this opera- 
tion at any time was $9,000, which in- 
cludes an ample margin at all times. The 
profit is now $1,600. The operation has 
extended for six months. The man who 
followed the method, therefore, made 
about 35 per cent, on his money in a bad 
period. His dividends took care of the 
interest charges. 

In following the scale order we should 
not depend on the merits of the mechan- 
ical system. Personally I would expect 
nothing from the method itself further 
than prearrangement of future opera- 
tions in an intelligent manner. The fol- 
lowing rules might be applied. First, 
adopt this method only when the general 
level of prices is low; second, purchase 
only good, sound stocks ; third, make the 
initial purchase as if it were to be the 
only purchase. That is to say, we do not 
depend on the merits of scaling, but buy 
as cheaply as possible. Fourth, when the 
method is started, stick to it. Do not be 
disturbed by bear talk. 





A Specialist in Panics 


Being the Experience of an Erstwhile Novice 


AY back in the early nineties, I 
W was a clerk on a small salary, 
with a family consisting of one 

wife (my own). I had no capi- 

tal, some ability and a thirst for 

Wall Street knowledge and experience. 

I worked hard at the office systematiz- 
ing my routine to such good effect that 
I made rapid progress. My employers 
recognized my ability to do things well 
and shortly promoted me to a better po- 
sition. 

My salary being increased, I was able 
to save a little each week—a dollar or 
so—and soon the proud day arrived 
when I was able to buy one share of 
stock. It was a low priced, non-dividend 
paying “pup”—either Erie or Great 
Western, I’ve forgotten which—but I 
felt as wealthy as if it had been North- 
west or Great Northern. I hired a safe 
deposit box at $5 a year and carefully 
laid away my “block” of stock, the value 
of which was equal to not much more 
than two years’ rental of the box. How- 
ever, I was now a stockholder in a great 
corperation, and that meant a lot to me. 
The one share was a beginning, and I 
thought that probably some of the 
“bloated bond holders” whom I saw clip- 
ping coupons down in the vault, had also 
begun their “stack” with one little white 
chip. 

At that time the bucket shops were 
the only places in the Street where a 
novice could obtain literature on the sub- 
ject of investments. I secured copies of 
everything available, writing or calling 
on the various concerns with a view of 
getting my name on their mailing list. 

I studied railroad earnings and reports 
nightly and got a fair idea of how things 
were done in the “Street.” Meanwhile 
| continued to prosper at my job, and 
instead of blowing myself in other ways, 


put my now increased surplus into more 
stock, buying as much as two shares at 
a time. 

My motive during the initial stages of 
my financial career, seemed to be the ac- 
quisition of a variety of the steel en- 
graved certificates. Somewhere, in a 
poultry yard, perhaps, I had seen the 
warning against over-absorption of hen 
fruit by one Mergenthaler basket, so I 
proceeded to corral a lot of baskets and 
implant one successive egg in each. 

Soon it began to dawn on me that my 
collection of chromos was not paying its 
board ; that if money was worth 5%, and 
I bought a share of stock at $30, the net 
cost of that share at the end of a year 
was $31.50. Against this was the argu- 
ment, “If a stock selling at 30 goes to 
33, that’s 10% on my money, and if 
this happens in two years I’m just as 
well off as if the stock were paying a 
5% dividend.” 

Still, I thought, if I was to play land- 
lady to a lot of “mutts,” I might as well 
insist on their paying regular board and 
not rely on a lot of maybe’s and per- 
hapses. So I sold out most of the col- 
lection and put the proceeds into stocks 
which were paying the largest net re- 
turn on the investment. 

I had not yet learned that safety de- 
creases the farther you get away from 
4 or 5%, so I bought the issues which 
netted me from 7 to 10%. Said I, 
“These stocks will net twice what the 
gilt-edged issues do; besides there is a 
great chance that these will advance, as 
soon as the public realizes how cheap 
they are.’ 

My boss had an intimate friend who 
was formerly in the cordage business. 
I used to hear them talking over how he 
had sold out his plant for about four 
times its value in the stock of the Nat- 





174 


ional Cordage Co., and how the trust 
would absorb everyone in the trade and 
have a monopoly. One day I heard him 
say, “When the whole thing is rounded 
up that common stock will double in 
value and pay 10% on par.” 

This was good enough for me. Here 
was an insider who knew all about the 
stock, giving his intimate friend this 
rare bit of information. That the boss 
was convinced himself was evidenced by 
a check which I saw go through the next 
day payable to a firm of stock brokers 
and for an amount just equal to the 
value of 500 shares at the opening price 
for Cordage. 

All hesitancy on my part now vanished 
and at the noon hour | hustled up to my 
broker’s office, sold out every share I 
owned and put my last dollar into Cord- 
age Common. I was staking everything 
on this plunge and though of all the 
things I would do with the money I was 
going to make. So carried away was I 


with the proposition, that I departed 
from my heretofore inflexible rule and 
asked my broker on what margin he 


would carry the stock. His very con- 
servatism saved me, perhaps from what 
might have been a worse fiasco; he re- 
fused to buy it except for cash. 

My certificate being duly transferred 
and locked away, I proceeded to watch 
Cordage. It didn’t seem to have so 
much resiliency after I bought it; but I 
thought of the vast negotiations which 
were going on and how the value was 
being added to daily, unknown to the 
outside public. 

But there’s no use going over the de- 
tails—everyone whose Street experience 
dates back that far knows what hap- 
pened to me and to Cordage. The big- 
gest profit I ever saw was three points 
and then came the panic of 1893, in 
which Cordage simply went to pot, along 
with General Electric and a lot of other 
choice ones. My eggs were all in one 
basket ; were rotten when I bought them 
and when the excitement subsided all I 
had left was an uncooked omelet and a 
bundle of slivers. 

To cap the climax, my firm was so 
crippled by the loss of capital sustained 
through the senior’s investments in Cord- 
age (I afterward learned he had more 
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than the 500 shares), that it was obliged 
to go into liquidation. 

Here I was out of a job, my capital 
gone, and general business so prostrated 
that I couldn’t even hire out as an office 


ry. 

It’s in such times that we learn our 
lessons. A fellow can go along smooth- 
ly, making money, following his routine 
work, and worrying about nothing, but 
he don’t make progress very fast under 
those conditions. Let him be thrown 
out of the window, have a few of his 
slats kicked in, an umbrella jammed 
down his throat and opened and then 
he’ll begin to realize that he’s a common 
ordinary sucker, with eyes that stare 
straight past his nose and a mouth wide 
open to catch everything. 

How I struggled through the next 
few years I don’t want to remember, 
but between gasps I figured out how it 
happened—not the mere fact that I had 
lost my money, but the causes under- 
lying my purchase of such a ridiculously 
weak security at time when the country 
was on the verge of a panic; why my 
employer, sharp and shrewd as he was 
in his own business should get landed 
with a lemon big enough to sour the rest 
of his life. I thought it all out, in my 
own crude way, and when the threads 
were pieced together my idea of the 
catastrophe and its causes appeared 
something like this: 

What is Wall Street anyway? Is it a 
place where the unsophisticated can drop 
a thousand in the slot and take away two 
thousand? No. Apparently they do the 
dropping but not the taking away. 

Who does the taking away? Those 
with securites to sell, provided they can 
induce others to purchase. 

How do they thus induce others? By 
showing them all the fine points of the 
goods. 

Do they ever show any of the bad 
points? Not if they can avoid it; this 
detail is for the unsophisticated. 

Why cannot I sell when the insiders 
sell and buy when they buy? 

What is the logical time for their sell- 
ing and buying? They sell in bull mar- 
kets and buy in panics. 

Does this principle apply to Wall 
Street alone, or to all lines of business? 











And the answer was: To all lines—you 
must buy cheap and sell dear. 

Then I remembered how my former 
employer had got his start. He was a 
traveling salesman and in jumping from 
town to town occasionally ran across 
concerns which were in financial difficul- 
ties. They simply had to have money. 

His first opportunity came when a 
small dealer whose stock of hardware 
inventoried at $3,000, offered to sell out 
for $1,500 cash. “The boss” bid him 
$1,000, wired East for a loan of that 
amount, got it, bought out the hardware- 
man, and within a week turned the stock 
over to another dealer for $1,800. 

He bought while the hardwareman 
was in a state of panic, If he had stuck 
to this principle in the stock market, they 
never would have crippled him. He had 
done the reverse with his Cordage—had 
bought in a boom and sold in a panic. 

I thereupon decided that if I ever got 
another start they wouldn’t catch me in 
the same boat again. 

My Cordage had gone by the board 
long ago—I had to sell it for a song— 
needed the money for living expenses. 
There was another mistake—I should 
never have used money that I couldn’t 
afford to lose. My “rainy day” surplus 
should not have been encroached upon. 
Hereafter I would use for speculative 
purposes, no cash without which 
I would be crippled. 

In a systematic way, therefore, I di- 
vided my income into three parts: 


I. Livinc EXPENsEs. 


II. EmMercency Funp. 
III. Money For SPECULATIVE PuR- 
POSES. 


The last named I considered my real 
working capital. 

During the hard sledding from 1893 
to 1896 I had run into debt so much 
that it took me two years to pull out. By 
the fall of 1898, however, I was on my 
feet and settled in a fairly good job at 
$1,800 a year. 

Economical by nature, I was able to 
live on $20 a week. The rest I divided, 
putting half in the savings bank against 
sickness, loss of position or other mis- 
fortune, and the other half in a trust 
company where it drew interest at 3%. 


A SPECIALIST IN PANICS. 
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The latter was ready to check upon at a 
moment’s notice. 

The first year I earned $150 more than 
my salary by doing overtime at the office, 
and a little auditing work for a business 
acquaintance. But this and $100 of my 
savings went for extraordinary expenses. 
My fund in the trust company was all 
there and drawing a little interest. 

I waited for a panic but none came. 
Stocks kept going up. 

At the end of the first year I got a 
raise of $200 besides a chance to do the 
above auditing regularly. This brought 
me in $25 a month. Things that year 
ran along nicely for nie, so that by Jan- 
uary Ist, 1901, I had about $1,200 in the 
trust company. 

How stocks did jump! Lord! but it 
was hard to sit still and see everything 
from the gild-edge kind down to the 
“cats and dogs” doubling and tripling 
their value, and I not making a cent out 
of it. It took all the self-control I 
could muster to sit tight and wait till the 
break came as I knew it must. But it 
seemed as if they never would stop. 

During the years when I had been get- 
ting ready to trade, Atchison common 
rose from 10% to nearly 50; Union Pa- 
cific from around 16 to over 80; B. & O. 
which sold at 9 in 1897 sold within a 
fraction of 90 in 1900—900 per cent. 
rise in three years! Would there ever 
again be such opportunities? 

Railroad stocks seemed to be on a 
pretty sound basis for as I scanned the 
list looking for things that the bottom 
might fall out of in case of a panic, none 
of them stuck out enough to suit me. 
Besides I had read a lot about panics, 
their causes and after effects, and | was 
looking for something that the public 
was loaded up with. Such a stock was 
bound to have the biggest break. I made 
a list of the issues which seemed most 
desirable and waited. 

The stock market began to fairly siz- 
zle. All kinds of new industrials were 
floated and boomed. The Waldorf was 
thronged with mushroom millionaires. 
Stocks were going up from two to ten 
points a day for weeks at a time. Every- 
one was in the market—the boss and the 
bootblack ; the swell dressmaker and the 
poor seamstress; bank presidents and 
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runners ; barbers, waiters and office boys 
—all in to the limit. Every time they 
made a profit they’d get in deeper. 

All my friends were playing the game. 
I heard nothing but stocks, stocks, 
stocks, wherever I went. The town was 
money-mad. I knew by this my time was 
coming. Soon all these people would 
be rushing panic-stricken to the Street, 
begging someone to take these stocks off 
their hands at any price. People like 
Russell Sage uttered warnings, but no 
one listened. The pace accelerated. 

Things in the steel trade began to as- 
sume a shaky aspect. Mr. Carnegie 
threatened to build wire, tube, sheet 
and tinplate mills in competition with the 
National Tube, American Sheet Steel, 
American Tin Plate, Federal Steel and 
American Steel and Wire Companies, all 
of which were of recent origin, their se- 
curities being pretty well distributed to 
the public. 

It looked like a trade war, so I began 
to study these securities with a view of 
buying the best among them when these 
new-blown balloons busted. They were 
grossly over capitalized and their re- 
ports made as glowing as possible so that 
insiders could make a market for the 
shares. 

At the critical juncture Mr. Morgan 
stepped in, bought out Mr. Carnegie and 
consolidated all the warring factions in- 
to the United States Steel Corporation. 
A dozen or so active stocks were thus 
taken from the list and replaced by the 
common and preferred stocks of this 
colossal corporation. All the water in 
the absorbed properties was retained and 
a lot more added for good measure. As 
it looked to me, the day was approaching 
when this deluge would break loose and 
drown the Street. When that time came 
I wanted to be on hand with the money. 
My purchases would be gauged more by 
the fact that a panic existed rather than 
by estimated value of any particular 
stocks, 

The price of Steel went up, up, up and 
almost everyone I knew bought it to the 
extent of their resources. Of all the 
stocks in Wall Street it was the most- 
talked of ; trading in it ran into the hun- 
dreds of thousands of shares daily. Well- 
known men recommended it, saying it 
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would double and triple in value. It all 
reminded me of my tip on Cordage; I 
was going to profit this time while others 
learned the lesson that was taught me 
eight years ago. 

Things boomed in a furious fashion. 
The lid was off on everything. “The 
rioting of accumulated margins” held 
full sway, and it seemed as though the 
rise would never end. I watched the 
market closely, waiting for my chance 
to pounce. 

On the 7th of May, something hap- 
pened. Northern Pacific began a ter- 
rific rice from around 115 to above 130. 
There was something spectacular about 
it and whispers of a corner. My records 
showed me that when a corner had oc- 
curred in former years there had usually 
been a panic in the rest of the market. 

I prepared for action. You can realize 
that when a fellow has been nearly three 
years preparing for a certain event, he 
begins to be breathless when it approach- 
es. 

I figured that if anything broke badly 
it would be Steel common. In the first 
place there was more of it than any other 
issue, and from my own observations | 
knew that the public was long. This in 
itself made the stock vulnerable. At the 
same time I realized that insiders like 
Gates, Schwab and other big plungers 
were probably in the market as deeply 
as anyone else and as these people had 
received reams of Steel common in ex- 
change for their other Steel stocks, they 
might have to sacrifice some of it along 
with the little fellows. 

Next day I showed up bright and 
early at a convenient brokerage office 
and left the following order: 

Buy 25 Steel com. @ 30%. 
25 Steel com. @ 25%. 
Good till countermanded or executed. 

I made the orders at % above the even 
marks, having noticed that in violent 
breaks the bottom prices were usually 
at full figures. I had no idea whether 
my first or both orders would be filled. 
It seemed to me that if there was to be 
a panic, Steel should go to 30, 25, and 
perhaps lower. If it didn’t go some- 
where about these figures it would mean 
“no panic.” 

(To be continued.) 











The New Bucket Shop Law 


IN NEW YORK STATE 


Being an Act to amend the penal code, relative to bucket shops, and 
fixing penalties*™ 


The People of the State of New York, 
represented in Senate and Assembly, do 
enact as follows: 


Section 1. Title ten of the penal code 
is hereby amended by adding after chap- 
ter ten of such title a new chapter to be 
chapter eleven of such title, to read as 
tollows: 


CHAPTER XI. 


Section 355-a. Acts prohibited; penalty 
for violation. 


355-b. Exhibiting quotations ; 
penalty for violation. 
355-c. Written statement to be 


furnished ; 

tion. 
355-d. Corporations ; additional 

penalty for second of- 


presump- 


fense. 
355-e. Definitions. 
§$ 355-a. ACTS PROHIBITED; PENALTY 


FOR VIOLATION.—Any person, copartner- 
ship, firm, association or corporation, 
whether acting in his, their or its own 
right, or as the officer, agent, servant, 
correspondent or representative of an- 
other, who shall, 

1. Make or offer to make, or assist in 
making or offering to make any contract 
respecting the purchase or sale, either 
upon credit or margin, of any securities 


or commodities, including all evidences. 


of debt or property and options for the 
purchase thereof, shares in any corpora- 
tion or association, bonds, coupons, scrip, 
rights, choses in action and other evi- 
dences of debt or property and options 
for the purchase thereof or anything 
movable that is bought and sold, wherein 
both the parties thereto intend, that such 
contract shall be or may be terminated, 
closed or settled according to, or upon 
the basis of the public market quotations 


* Became a law May 21, 1908. 


of prices made on any board of trade or 
exchange upon which such commodities 
or securites are dealt in, and without in- 
tending a bona fide purchase or sale of 
the same; or 

2. Makes or offers to make or assists 
in making or offering to make any con- 
tract respecting the purchase or sale, 
either upon credit or margin, of any such 
securities or commodities, wherein both 
parties intend, that such contract shall 
or may be deemed terminated, closed and 
settled when such market quotations of 
prices for such securities or commodi- 
ties named in such contract shall reach a 
certain figure, without intending a bona 
fide purchase or sale of the same; or 

3. Makes or offers to make, or as- 
sists in making or offering to make any 
contract respecting the purchase or sale, 
either upon credit or margin of any 
such securities or conimodities, wherein 
both parties do not intend, the actual 
bona fide receipt or delivery of such se- 
curities or commodities, but do intend 
to a settlement of such contract based 
upon the difference in such public mar- 
ket quotations of prices at which said 
securities or commodities are, or are as- 
serted to be, bought or sold, or 

4. Shall, as owner, keeper, proprietor 
or person in charge of, or as officer, di- 
rector, stockholder, agent, servant, cor- 
respondent or representative of such 
owner, keeper, proprietor or person in 
charge, or of any other person, keep, 
conduct or operate any bucket shop, as 
hereinafter defined ; or knowingly permit 
or allow or induce any person, copart- 
nership, firm, association or corporation 
whether acting in his, their or its own 
right, or as the officer, agent, servant, 
correspondent or representative of an- 
other to make or offer to make therein, 
or to assist in making therein, or in of- 
fering to make therein, any of the con- 
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tracts specified in any of the three pre- 
ceding subdivisions of this section. 

Shall be guilty of a felony and on 
conviction thereof shall, if a corpora- 
tion, be punished by a fine of not more 
than five thousand dollars for each of- 
fense and all other persons so convicted 
‘ shall be punished by a fine of not more 
than one thousand dollars or by impris- 
onment for not more than five years, or 
by both such fine and imprisonment. The 
prosecution, conviction and punishment 
of a corporation hereunder shall not be 
deemed to be a prosecution, conviction 
or punishment of any of its officers, di- 
rectors or stockholders. 

§ 355-b. EXHIBITING QUOTATIONS; 
PENALTY FOR VIOLATION.—Any person, 
firm, copartnership, association or cor- 
poration receiving, communicating, ex- 
hibiting or displaying in any manner 
any statement of quotations of prices 
of any such securities or commodities 
with an intent to make or offer to make 
or assist in making or offering to make 
any contract prohibited in this act shall 
be guilty of a felony and on conviction 
thereof shall be punished as provided in 
section three hundred and fifty-five-a 
hereof. 

§ 355-c. WRITTEN STATEMENT TO BE 
FURNISHED; PRESUMPTION.—Every per- 
son, firm, association, copartnership or 
corporation shall furnish upon written 
demand to any customer, or principal for 
whom such person has executed an or- 
der for the actual purchase or sale of 
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any such securities or commodities, either 
for immediate or future delivery, a writ- 
ten statement containing the names of 
the persons from whom such property 
was bought, or to whom it has been 
sold, as the case may be, the time when 
place where, the amount of and the price 
at which the same was either bought or 
sold; and if such person, firm, associa- 
tion, copartnership or corporation shall 
refuse or neglect to furnish such state- 
ment within forty-eight hours after such 
demand, such refusal shall be prima 
facie evidence that such purchase or sale 
was made in violation of this act. 

§ 355-d. CoRPORATIONS; ADDITIONAL 
PENALTY FOR SECOND OFFENSE.—If a 
domestic corporation shall be convicted 
of a second offense hereunder the su- 
preme court shall have jurisdiction upon 
an action brought by the attorney-gen- 
eral, in the name of the people, for that 
purpose, to dissolve such corporation; 
and if a foreign corporation shall be 
convicted of a second offense, such court 
shall have jurisdiction in an action 
brought in like manner to restrain such 
corporation from doing business in this 
State. 

§ 355-e. Derinitions. — “Bucket- 
shop” shall mean any building, or any 
room, department, booth, office or store 
therein or any other place where any 
contract prohibited by this act is made or 
offered to be made. 

§ 2. This act shall take effect Septem- 
ber first, nineteen hundred and eight. 





Pure Rot 


By Heawitha Grouch 


Wall Street these letters to the 
Sunday Herald are “the end of 
the limit.” 


Expert “Tape Readers” 


To the Editor of the Herald:— 

While considering “charts” and “signs” 
you should not overlook another class of 
Wall street “experts.” I refer to the ex- 
pert “tape readers.” It is a liberal educa- 
tion in itself to stand by the side of one 
of these gentlemen near a ticker and listen 
to his running fire of comment as the tape 
reels off the quotations. On an active day 
it runs something like this :—‘Now they’re 
handing ‘em out the goods,” when the 
market sags. “Now they’re driving in the 
shorts,” when the market rallies. “Did you 
see that signal?” when an enormous quota- 
tion has appeared on the tape, and if the 
error. is repeated two or three times in a 
day the “expert” tape reader becomes wild- 
ly excited. There are “experts” so expert 
that they can tell a “short sale” from a 
sale of “long” stock. At least they say 
they can, and they can tell a sale made by 
a regular broker on a “market order” from 
the sale by a specialist “at 54 or better.” It 
is wonderful to hear them say, “Did you 
see the specialist nip a quarter off that St. 
Paul or Con. Gas?” Please don’t neglect 
the “expert tape reader.” 

EIGHTHS AND QUARTERS. 
New York, July 2, 1908. 


It is plain that the author of this let- 
ter don’t know a tape reader from a 
Wall Street windbag. It’s an even bet 
that neither the author nor said windbag 
have been in the street over six months. 
It is perfectly plain that their combined 
eg wouldn’t margin a ten share 
ot 

A tape reader’s ability and knowledge 
is not judged by the volume of noise 
emitted, 

If “Eighths and Quarters” considers 
such stuff the basis for a liberal educa- 
tion, he’d better get next to some one 
— real knowledge of the tape; then 

s brain will fairly slop over. 


OQ all the reams of rot printed about 


We should like to ask our fractional 
friend what advantage is derived from 
knowing that “they’re handing ‘em out 
the goods.” Does anyone make money 
in the Street by knowing what they are 
doing? Is it not ability to forecast 
which counts? 

Superstition is the height of ignor- 
ance; the unsophisticated have even 
looked upon an error on the tape as a 
cignal to some mysterious personage. 
Who this can be and the advantage of 
such a method of communication over 
the ordinary telephone call, is something 
which has never been explained. Tam- 
pering with the ticker operator for the 
purpose of getting a signal on the tape 
seems like rolling a barrel endways. 
Perhaps the writer thinks the man who 
operates the ticker keyboard is respon- 
sible for the fluctuations of the market 
and that these “signals” show which 
way he’s going to put the market next. 

The real tape expert never becomes 
wildly excited and the best of them can- 
not tell from the tape whether sales are 
short or long. Proof that the writer 
is a greenhorn shows itself in his swal- 
lowing such barefaced lies. 

More wonderful than his last para- 
graph will be the escape of “E. & Q.” 
from the Wall Street menagerie without 
having his last quarter nipped. 


Next we have a contribution from an 
“Astrologer” who is an authority be- 
cause he says he is. 

Astrologer Gives Signs 

To the Editor of the Herald: 

I am very glad to give Mr. W. L. Towns- 
end, of Philadelphia, some of the “signs, 
omens and predictions” which make suc- 
cessful speculation almost infallible. 1 
know nothing about charts, but I am really 
an authority on “signs.” Now, one sign 
which will help Philadelphia a great deal 
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in taking money away from wicked Wall 
street is the “bug” sign; that is to say, if 
in a dull market, St. Paul is 134 and the 
next sale is 133%, with the “bug”’—or, as 
the “high toned” speculator would describe 
it, a “star’—then the thing to do is to im- 
mediately sell St. Paul, as it shows con- 
clusively that in the effort to market 100 
shares of real stock a concession of %& 
was made, and although immediately the 
stock may be jackscrewed up again, it in- 
dicates that there is such limited buying 
power that all a “sign reader” has to do 
is to sell 1,000 and consistently wait. The 
reverse of this is also true. If St. Paul, 
being 134, should come 134%, with a “bug,” 
which means, of course, no intervening 
sales and to indicate to the public that no 
mistake has been made by the ticker op- 
erator, then all Mr. Townsend has to do is 
to buy St. Paul with confidence, because 
he knows that some short trader in an ef- 
fort to cover 100 shares of St. Paul had 
to pay 54 over the market, thus proving 
conclusively that real stock was in scant 
supply. 

Another “sign” is to watch what John 
D. Rockefeller is doing. Should he ar- 
rive at his office “grumpy,” with the in- 
tention of selling St. Paul, or Smelters, 
or other stocks in which No. 26 Broadway 
is known to “churn,” he will immediately 
sell Copper. Whereupon the lambs in St. 
Paul and Smelters and other Standard Oil 
stocks will argue that Rockefeller is not 
feeling very well—‘“notice the decline in 
Copper”—and will hastily throw their 
holdings upon the market, which Mr. 
Rockefeller’s brokers will as hurriedly ab- 
sorb. There you are, Mr. Townsend! 
When you see Copper weak, buy Standard 
Oil stocks, and vice versa. 

Another very good “sign,” and one that 
has brought fortunes to many of those 
who are now classed among the “predatory 
rich,” is to watch for a sign that is given 
on the tape, months in advance, of what 
the stock is going to do. For instance :— 
Smelters is selling at 7634; all of a sudden 
there appears on the tape :—“Smelters 
146%.” Upon the doctrine that coming 
events cast their shadows before, this is a 
sure “sign,” sent out in cipher by the pow- 
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ers that be, indicating to their friends 
throughout the land that they can buy 
Smelters with confidence and security, be- 
cause the stock will eventually -sell at the 
figure named. 

I cannot give Mr. Townsend any more 
“signs,” because I know you limit my space, 
but he will hear from me again. 


. ASTROLOGER. 
New York, July 2, 1908. 


We hasten to warn everyone of the 
dangers in bugology as related to the 
tape. 

If you have the bug that you can 
travel by the bug route, you and your 
bug will probably end up in the bug- 
house bugosh. 

As for playing on the state of Mr. 
Rockefeller’s temper upon his arrival at 
26 Broadway, it seems that “Astrologer” 
would have some long waits in between. 
John D. don’t arrive at the above address 
more than about once in seven years. 
He is also a fairly cheerful sort of chap. 
Hence you might miss about two chances 
out of three, leaving you, every twenty- 
one years, a chance to scalp half a point 
on your ten shares. 


Still they come. Guess they’re more 


prolific this weather. 
Says He Can't Lose 


To the Editor of the Herald: 

Will you kindly give me your opinion in 
confidence of Mr. ——. He offers to sell 
me a chart on Brooklyn Rapid Transit 
for $50. He says if I follow it I can’t lose, 
as I will have all the information of the 
inside clique. Is he responsible? 

R. W. RicHarps. 

Jamaica, L. L, July 4, 1908. 


We should like a chance to buy such a 
chart at say $5,000—guwuaranteed of 
course. 





The Dow Scale Plan 


SUBSCRIBER writes: “In your 
A last number, you have some 
comments on C. H. Dow’s 
methods. I have seen it stated 
that Dow considered $2,500 -capital 
about right for operating in 10 share 
lots; yet I fancy most brokers would ex- 
pect one to handle 100 share lots on this 
margin. In fact, there would be very 
little in it for brokers and much more for 
customers, if Dow’s methods were fol- 
lowed.” 

Mr. Dow did advocate $2,500 as a 
proper margin for dealing in 10 share 
lots on a scale. This idea is contained in 
“The A. B. C. of Stock Speculation” in 
the chapter entitled. ““Two General Meth- 
ods of Trading.” This reads as follows: 

There are two general methods of 


trading. One is to deal in active stocks 
in comparatively large amounts, relying 


for protection upon stop orders. In this 
method of trading it is not necessary to 
know much about the values. The point 
of chief importance is that the stock 
should be active enough to permit the 
execution of the stop order at the point 
Selected so as to cut losses short. The 
operator, by this method, guesses which 
way the stock will move. If he guesses 
right, he lets his profits run. If he 
guesses wrong, he goes out on the stop 
order. If he can guess right as often as 
he can guess wrong, he is fairly sure of 
profits. 

The other system is an entirely differ- 
ent proposition, It starts with the as- 
sumption that the operator knows ap- 
proximately the value of the stock in 
which he proposes to deal. It assumes 
that he has considered the tendency of 
the general market; that he realizes 
whether the stock in which he proposes 
to deal is relatively up or down, and 
that he feels sure of its value for at 
least months to come. 

Suppose this to exist: The operator 
lays out his plan of campaign on the 
theory that he will buy his first lot of 


stock at what he considers the right 
price and the right time, and will! then 
buy an equal amount every I per cent. 
down as far as the decline may go. 

This method of trading is the one gen- 
erally employed by large operators. 
They know the value of the stock in 
which they propose to deal, and are 
therefore reasonably secure in following 
a decline. They feel about a stock as 
merchants feel about buying staple 
goods. If an article is cheap at $100, 
they know it is cheaper at $90, and will 
strain a point to buy at $80 or at $70, 
knowing that the price must recover. 
This is the way a large operator looks 
at his favorite stocks and this is why he 
generally makes money in them. 

The disadvantage of the small opera- 
tor in following this method is two-fold. 
He does not absolutely know the value 
of the stock. That is, he may know the 
truth up to a certain point, but beyond 
that is an unknown factor which inter- 
teres with the result. When the price 
of a stock declines considerably, the 
small operator always fears that he has 
overlooked something of importance, 
and he is therefore tempted to sell in- 
stead of averaging his holdings. 

The second disadvantage of the small 
operator in following this policy is that 
he seldom provides sufficient capital for 
his requirements. Thousands of specu- 
lators believe that because 10 per cent. 
is a common speculative margin, that 
$1,000 justifies them in trading in hun- 
dred share lots. 

The man who has $1,000 for specula- 
tion is not well equipped for trading 
in even 10 share lots, if he proposes to 
deal on a scale. A comparison of high 
and low prices of active stocks shows 
frequently a difference of 30 points in a 
year. Any operator proposing to fol- 
low a stock down, buying on a scale, 
should make his preparations for a pos- 
sible fall of from 20 to 30 points. As- 
suming that he does not begin to buy 
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until his stock is 5 points down from the 
top, there is still a possibility of having 
to buy 20 lots before the turn will come. 

If, however, an outsider will provide 
$2,500 as his speculative capital and will 
trade in ten-share lots in a thoroughly 
good railroad stock, beginning his pur- 
chase only after a decline of five points 
in a rising market, and ten points in a 
bear market, following the decline with 
purchase every point down, and retaining 
all the stock bought, he seldom need 
make a loss. 

Such campaigns require time, patience, 
and the pursuance of a fixed policy, but 
whoever will follow this policy will find 
himself able to get a high rate of inter- 
est on the capital invested. It is an old 
saying in Wall Street that the man who 
begins to speculate in stocks with the 
intention of making a fortune, usually 
goes broke, whereas the man who trades 
with a view of getting good interest on 
his money, sometimes gets rich. 

This is only another way of saying 
that money is made by conservative 
trading rather than by the effort to get 
large profits by taking large risks. After 
allowing for all the risks involved, we 
think the outsider who wants to trade in 
stocks has a better chance working in 
small lots on a scale than in any other 
way, provided he will pay attention to 
certain essential points, which for con- 
venience of reference we will enumerate 
in order. 

1. Bull markets and bear markets run 
four and five years at a time. Determine 
by the average prices, which one is under 
way. 

2. Determine the stock or stocks to 
trade in. They should be railroad stocks, 
dividend payers, not too low, nor too 
high, fairly active, and for the bull side 
below their value ; for the bear side above 
their value. Values are determined rough- 
ly by the earnings available for divi- 
dends. 
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3. Observe the position of your stock 
with relation to recent fluctuations. In 
a bull market, the time to begin to buy 
is when a stock has had four or five 
points decline from the last previous top. 
In a bear market, the time to begin to 
sell is when such a stock has had three 
or four points rally from the bottom. 

4. Stick to the stock bought until you 
have a fair profit or until there is good 
reason for deciding that the first estimate 
of value was wrong. Remember that an 
active stock will generally rally from 
three-eighths to five-eighths of the 
amount of its decline under adverse con- 
ditions and more than that under favor- 
able conditions. 

5. Have money enough to see a de- 
cline through without becoming uneasy 
or over-burdened. $2,500 ought to take 
care of a ten-share scale every point 
down—that is to say, supposing the first 
lot to be bought five points down from 
the top, $2,500 ought to carry the scale 
until the natural recovery from the low 
point brings the lot out with a profit on 
every lot, but only on the average cost. 
It will not do to expect a profit on every 
lot, but only on the average. In a bull 
market it is better to always work on the 
bull side; in a bear market, on the bear 
side. There are usually more rallies in a 
bear market than there are relapses in a 
bull market. 

6. Do not let success in makin~ money 
in ten-share lots create a belief that a 
bolder policy will be wiser and begin 
to trade in 100-share lots with inade- 
quate capital. A few hundred-share 
losses will wipe out a good many ten- 
share profits. é 

7. There is not usually much difficulty 
in dealing in ten-share lots on the short 
side. If one broker does not wish to do 
it, another probably will, especially for 
a customer who amply protects his ac- 
count and who seems to understand what 


he is doing. 





When the Public Buys and Sells 


Result of Some Observations by * The Analyst” 


CC UY on breaks and sell on 
B bulges” is a bit of advice 

which dates back to the days 
when the Stock Exchange or- 
under the buttonwood tree 
in lower Wall Street. The saying is 
more hackneyed than the “Merry 
Widow Waltz”. One would think that 
after it had been dinned into Wall 
Street’s ears for a hundred years or 
more, there would be some perceptible 
effect. 


iginated 








That the public operates on the reverse 
of this principle is borne out by the fol- 
lowing chart which is the result of care-, 
ful tabulation by “The Analyst.” The 
Wall Street Broker well knows that the 
public buys at the top and sells at the 
bottom, but this is the first graphic on the 
subject. If it could be determined how 


many people were buying and selling at 
any particular time, success in the market 
would be assured one who traded with 
the minority as against the majority. The 
success of the bucket shops goes to prove 
this statement. With these facts in mind, 
the writer took steps to obtain from one 
of the best brokerage houses, over a 
period of several months, the number of 
trades made for long and short account. 
These figures were obtained three times 
every day and the length of time which 











the examination covered was long 
enough to give a fair average of results. 

The following chart illustrates graphi- 
cally, the movements of Reading for the 
period between April 9 and August 22, 
1907. The solid lines show the point or 
price at which the majority of traders 
were buying; the hatched lines show the 
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periods of time during which the pre- 
ponderance was on the selling side; the 
lines formed by a series of small circles, 
show the periods during which the buy- 
ing and selling were equally divided. 
Upon inspection of this chart it will be 
seen that the public or the traders were 
buying on the tops eleven times and sell- 
ing on the bottoms five times. It will also 
be noticed that even where purchases 
were made on the bottoms immediately 
the price began to rise, they sold out and 
took small profits; whereas, when pur- 
chases were made on the tops, and the 
market went against them, they held on, 
buying more, in some cases, all the way 
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down, and then unloading practically on 
the bottom. 

This illustration of wrong methods in 
speculation is indeed striking. It indicates 
that if one could secure these figures reg- 
ularly from the entire Street or from one 
typical brokerage house, they would not 
need to do any guessing on their own ac- 
count. If big money can be made by 
“coppering” the public, it would seem 
that the public had better “copper” itself 
or else turn over a new leaf. In other 
words, if heretofore you have been play- 
ing to win and have lost, begin playing 
to lose, “copper” yourself and you'll win. 

Be sure if you’re right you'll go ahead. 





A Unique Opportunity 


Much money is made every year by 
those clever enough to figure out unique 
opportunities offering in the security 
markets, The best of these do not al- 
ways appear on the surface. 

Following is the gist of a circular let- 
ter issued by a New York house, calling 
attention to the status of Colorado and 
Southern refunding 442% bonds, on 
which, the firm figures out, 16% per an- 
num can be earned. 

It appears, according to this circular, 
that this road earned last year a surplus 
of over two million dollars. After pay- 
ing dividends of 4% on its first and sec- 
ond preferred stock, it had a balance 
equal to 44%% on its common stock. — 

The first ten months of the current fis- 
cal year show a surplus of $1,968,000, 
as compared to $1,717,000 for the same 
period of last year. 

That these bonds are good collateral 
for loans is proved by the fact that the 
firm offers to loan $740 on each $1,000 
bond, worth at the prevailing market 


price (79) $790. 


It is calculated that a buyer of 
$10,000 worth of these bonds 
at the above price, would pay 
therefor 

Using these bonds as collateral, 
he could borrow from the firm 7,400 


Making his net investment 


The coupons on the above bonds 
would yield per annum 
The firm would charge interest 
on $7,400 for one year at 5%.. 370 


The net interest profit on the 
$500 invested, therefore, would 


Equal to 16% on the capital involved. 


This operation may show further 
profits in the event of an advance in the 
price of the bonds. 

Investors will do well to search 
through the market for opportunities of 
this kind. In the long run, they show 
far more satisfactory results than 
straight investments at a fixed rate of in- 
terest. 





D esire 
By Edw. E. Beals, in * The Law of Financial Success 


Many persons seem afraid to speak of De- 
sire, for they have gotten the term and idea 
mixed up with desires of an unworthy and 
detrimental nature. They have overlooked 
the fact that Desire must underlie all human 
action—must be the causing power back of 
and underneath Will itself. 

We might compare Desire with the fire that 
burns brightly beneath the receptacle contain- 
ing water, which latter represents the mind. 
Unless the fire of Desire burns brightly and 
imparts its heat to the water, or mind, there 
will be nothing but water. But let the fire 
manifest its ardent energy and heat, and lo! 
the water is converted into steam which turns 
mighty wheels, and drives powerful machin- 
ery, and in fact “makes things go.” We are 
apt to forget the causes that have operated in 
order that the steam be produced, in our won- 
der, amazement and admiration of the power 
and effect of the manifested steam. But, in 
order to get the right idea of the matter fixed 
in our mind we must take into consideration 
the water of the mind, and the fire of De- 
sire. 

The mind is well represented by water, for 
it is unstable, changeable, in motion, having 
eddies, storms, ripples and calms. And De- 
sire is well represented by fire, for it is ardent, 
hot, strong and burning, and when manifested 
properly invariably acts upon the water-mind 
and produces the will-steam which may be 
turned to the accomplishment of any task, 
and the moving of the material necessary for 
our plans. By all means keep the fire of De- 
sire brightly burning under your mental boil- 
ers, and you will be sure to manifest the 
proper amount and degree of the steam of 
Will which may then be applied to the accom- 
plishing of your life tasks. 

If you will keep the figure of speech before 
your mind—this idea of the fire of desire, the 
water of the mind, and the steam of will— 
you will find it easier to put into operation 
these great mental forces, and to be known 
as the man or woman of the “Strong Will.” 
But if you allow the fires of Desire to burn 
low, or to become clogged with the ashes of 
dead and gone things, long since exhausted 
and useless, you will find that there will be 
little or no steam of will produced, and you 
will be in the position of the majority of 
people who are like tea kettles simmering 
over a faint fire, and accomplishing nothing. 

Unless you want a thing “the worst way,” 
and manifest that Desire in the shape of a 
strong impelling force, you will have no will 
with which to accomplish anything. You 
must not only “want” to do a thing, or to 
possess a thing, but you must “want to hard.” 
You must want it as the hungry man wants 
bread, as the smothering man wants air. And 
if you will but arouse in yourself this fierce, 
ardent, insatiate Desire, you will set into op- 
eration one of Nature’s most potent forces. 


What is that great impelling force that you 
have felt within yourself whenever you have 
made a mighty effort to accomplish some- 
thing? Ils it not that surging, restless, im- 
pelling force of your being that you know as 
Desire? Did you do the thing simply be- 
cause you thought it best, or because you felt 
within yourself a strong feeling that you 
WANTED to do the thing, or to possess the 
thing, in the strongest possible way? Did you 
not feel this strong force of Desire rising 
within you and impelling you to deed, and 
action ? 

Desire is the great moving power of the 
Mind—that which excites into action the will 
and powers of the individual. It is at the bot- 
tom of all action, feeling, emotion or expres- 
sion. Before we reach out to do a thing, or 
to possess a thing, we must first “want to,” 
and in the degree that that “want-to” is felt, 
so will be our response thereto. Before we 
love, hate, like or dislike, there must be a De- 
sire of some kind. Before we can arouse am- 
bition there must be a strong Desire. Before 
we can manifest energy, there. must be a 
strong impelling Desire. 

Did you ever stop to think that the differ- 
ence between the strong of the race, and the 
weak, is largely a matter of Desire? The de- 
gree of Desire manifests in the different de- 
grees of strength and weakness. The strong 
men of the race are filled with strong desires 
to do this thing, or to possess that. They are 
filled with that strong creative Desire that 
makes them want to build up, create, modify, 
change, and shift around. It is not alone the 
fruits of their labor that urge them on, but 
that insistent urge of the creative Desire that 
drives them on. 

Do not be afraid to allow your Desire for 
Financial Success to burn brightly. Keep the 
ashes of past failures, disappointments, and 
discouragements well cleared away so that 
you may have a good draught. Keep the fire 
of Desire burning brightly, ardently and con- 
stantly. Do not be sidetracked by outside 
things, for remember, concentrated Desire is 
that which produces the greatest steam pro- 
ducing power. Keep your mind fixed on that 
which you want, and keep on demanding that 
which belongs to you, for it is your own. 
The Universal Supply is adequate for all needs 
of everyone, but it responds only to the in- 
sistent demand and the earnest Desire. Learn 
to Desire things in earnest, and rest not con- 
tent with a mere wanting and wishing. 

Desire creates Mental Attitude—develops 
Faith—nourishes Ambition—unfolds Latent 
Powers—and tends directly and surely toward 
Success. Let the strong, dominant desire for 
Financial Independence possess you from the 
tips of your toes to the roots of your hair,— 
feel it surging through every part of your 
body—and then don’t stop until you reach 
your goal. 





E. W. Wagner 


A Popular Member of the Chicago Board of Trade 


E present herewith the photo- 

W graph of E. W. Wagner, of 

Chicago, a most popular mem- 

ber of the Chicago Board of 

Trade and known also as one of the half 

dozen best judges of grain conditions in 
the West. 

Mr. Wagner belongs to the ultra mod- 
ern school of business. 

He believes in system and hard work. 
In disposition he is magnetic, impulsive 
at the right moment, insistent and bound- 
less as to energy. He is entirely wrapped 
up in the grain business, crop conditions 
and grain statistics possess for him the 
liveliest interest. A leading characteris- 
tic is the swift perusal of news matter, 
instant digestion and placing to use. 

No “crop detail” is too large or too 
small. All are read. It is this thirst for 
information that renders the surprising 
correctness of the “Wagner Forecasts” 
a possibility. The grain situation is an 
everlasting series of “motion pictures.” 
The Pit is a huge receiving basket into 
which countless reports, rumors and sta- 
tistics are flowing every hour. Link by 
link these pieces of evidence must be 
memorized, rejected or cut down to their 
proper value. The brain that tires and 
refuses to keep up with the never-end- 
ing river of crop information is instantly 
out of touch. That fine invisible sixth 
sense thar tells the forecaster just where 
the “market is”—snaps. 

Mr. Wagner is at his zenith in the 
“rough seas” that mark a swiftly chang- 
ing crop outlook and call for a cor- 
responding lightning exercise of judg- 
ment over orders and forecasts. 


An establishment of twenty years with 
its attending success is based on the 
motto “DO IT.” The word “now” is not 
present because it is a second behind the 
record accomplishment desired. 

The “Wagner Market Letters” are 
read daily by a huge army of feeders, 
farmers, speculators, business men, mill- 
ers, distillers, and every kind of grain 
users. They form a valuable guide to 
market conditions, the absolute value of 
which in a monetary sense, cannot be 
computed. They are read eagerly by the 
men who buy and sell grain because they 
know that the “absolute opinion” is there. 
The “Wagner grain reviews” stand be- 
fore press opinions. They rest on a 
foundation of judgment erected by the 
closest attention of Twenty Years. 

A recent letter to Mr. Wagner read 
“T thank you very much for your opin- 
ion, as I have just sold my corn for 68 
cents.” Recently a country grain dealer 
drifted into the Chicago office of Mr. 
Wagner and sat down in the trading 
room. “Where is this Wagner?” he said 
loudly. “I have read his letters for five 
years and want to tell him he certainly 
is all right.” Every one laughed, for he 
had been sitting next to Mr. Wagner for 
five minutes and conversed with him. 
Another letter read, “I can’t guess the 
market like you do—and I’m around the 
crops all the time. How do you do it?” 

The answer is simple. Crop forecast- 
ing is not guess work. It is a conclusion 
based on information. Knowledge is 
power. In the grain world one extra 
word is needed—“Latest knowledge.” 
Twenty-four hours will change a crop 
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situation, but it takes three weeks for 
the country to wake up to the change. 
The natural pilot—the man on the look- 
out—the searcher for grain news wakes 
up first. 

For the half year ended June 30, the 
Wagner letters have made an extraordi- 
nary showing. Their correctness has 
been astounding. In January, Mr. Wag- 
ner published, regardless of many ad- 
verse criticisms, a prophecy of 75 cent 
corn, which has since been amply veri- 
fied. Four times during the present year 
he has issued a special bullish letter on 
wheat. On three occasions following 
these forecasts the market advanced 
substantially. Once in the four times, 
the special letter was unsuccessful, as it 
was based on information from a usually 
trusty source that turned out to be in- 
correct. 

On June 15, 1908, two or three weeks 
in advance of all crop reports, Mr. Wag- 
ner issued a circular on “May, 1909, 
corn,” announcing his belief in another 
short corn crop and giving exhaustive 
reasons for permanent 70 cent corn. 

This circular is described by one of 
the editorial staff of the Wall Street 
Journal, as “The cleverest piece of grain 
literature ever issued. Not one word 
too little or too much and marvelous in 
its concise, correct completeness.” 

Mr. Wagner imparts his personal en- 
ergy to his employees. This stimulus is 
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a tremendous factor in the success of 
“the house.” 

Three months ago, September oats 
were selling at 37 to 38 cents per bushel. 
Mr. Wagner took the short side and ad- 
vised sales on all upturns. There was a 
rise to 40 and 41, but he refused to 
change his opinion. The market broke 
to 37 and 38 once more. Then came the 
government report of June 8, with its 
promise of one billion oats. Everyone 
plumped for 30 cent oats, but Mr. Wag- 
ner stated that 35 cents would be about 
the low point and that the government 
report was an exaggeration. The mar- 
ket turned at 3434 to 35 and rose to 41 
and 42 cents. 

1904 was a year that yielded a tremen- 
dous wheat forecasting triumph. This 
was rust year, but the “Wagner Fore- 
casts” were bullish long before the rust 
scare. The contention being founded on 
the fact that the futures were at too 
large a discount as compared with the 
cash stuff. 

The humorous side of the growing 
Wagner reputation is seen in a letter 
which reads, “I have named two of my 
new fields planted this spring the “Wag- 
ner cornfield,” and the “Wagner oats 
field.” 

The success of the Wagner letters 
shows that the public reciprocates the 
existence of a series of grain opinions 
on which dependence can be placed. 








INQUIRIES 


What do you wish to know about trading or investing in securities or commodities? 
Is it something regarding opening an account, margins, commissions, stop orders or other 


kinds of orders? 


In fact, is there any point in connection with the scicnce, methods or customs of the vari- 
ous markets which you would like to have elucidated? 
If so, write us questions briefly and they will be answered in this column or otherwise. 


If ramen reply desired, enclose stamped envelope. Address Inquir 


Department. 


t 
NOT GIVE ADVICE OR OPINIONS UPON SECURITIES OR PROB- 


ABLE MARKET MOVEMENTS. 


Q.—In your reproduction of “A Stock 
Broker’s Statement” in the July issue, I notice 
that you allow no interest on shorts. I am 
cashier in a Stock Exchange house and find 
that this plan leads to “kicks” from custom- 
ers. It seems to me that if a client makes a 
profit on a short trade, such as the Union Pa- 
cific mentioned in the above-named statement, 
where he sold on the 21st and covered on the 
22d, he should be allowed interest on the $198 
profit from the 22d to the 3Ist. 

I have found that the only way in which 
this can readily be done is to enter against 
the sale of such an item in the “Days” col- 
umn “S 22,” which means that the stock was 
sold “short” on that day and covered on the 
22d. I then allow interest from the 22d on 
both the debit and credit items. This adjusts 
such items so that the client receives interest 
on profits and pays interest on losses from the 
day on which they became actual. I tried 
your plan once, but found that clients were 
generally dissatisfied. 

Ans.—Your method is technically correct. 
The statement in the July Ticker shows the 
method in general use throughout the Street; 
namely, that of allowing no interest or charg- 
ing no interest on short transactions. The 
theory of this method is that in the long run 
profits and losses on short trades even them- 
selves up. In our opinion, however, this 
method is to the clients’ advantage. It being 
an admitted fact that the majority of specu- 
lative transactions show losses, the average 
customer must benefit slightly by not having 
these losses on short trades charged up to 
him. To be perfectly fair to both client and 
broker, we believe your method should be 


universally adopted. It is already practised 
by a number of houses. 


Q.—If I sell stock short, how long a period 


have I in which to cover? Is there any pos- 
sibility of my being called upon for immediate 
delivery, thus forcing me to cover and accept 
a loss? 

Ans.—No time limit is set on short con- 
tracts. You may remain short ten minutes 
or ten years—as long as you like. Your only 
reasons for covering would be the following: 

I. You may decide that you do not wish to 
be short, in which case you would cover by 
your own volition. 

II. Your margin may become exhausted, in 
which case you would be obliged to cover. 

III. The stock may become so scarce that 
your broker can only borrow it at exorbitant 
rates. For example, if you are short of Ca- 
nadian Pacific and your broker found it im- 
possible to borrow the stock without payment 
of I per cent. premium ($100 per day) for 
the use of 100 shares, you might prefer to 
cover, rather than run the risk of paying this 
premium for a considerable length of time. 
This does not often happen, however, as the 
appearance of a premium brings a lot of stock 
into the market for loaning purposes and the 
premium disappears. It also incites a lot 
of others to cover which produces the same 
effect. Therefore, this is only a contingent 
circumstance. 

IV. There may be a “corner” in which the 
stock would have a tremendous rise and no 
stock could be borrowed, except at prohibitive 
figures. In the Northern Pacific “corner,” if 
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you nad been short 100 shares at 125, you 
might have been called for $100,000 or more 
margin, according to the attitude of the 
broker who was carrying the stock for you, 
and you might have had to pay from 20 to 50 
points the night before the panic for the use 
of 100 shares. However, this is a calamity 
which can be easily guarded against by the 
use of stop orders. It is best, never to make 
a short trade without putting a stop order on 
it at a point beyond which you are not willing 
to go. This stop order should be well within 
your means so that your whole capital will not 
be risked on one trade. 

Other than the above, there is no way in 
which you can be called upon for immediate 
delivery of your stock. If the party from 
whom your broker borrows the stock calls 
upon him to return it, the broker can readily 
borrow from some one else. This does not 
affect you. 


Q.—Have never traded on margins. 1. How 
should one go about opening an account with 





If you wish to be 
placed in touch with a 
responsible house, write 
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ulation; what amount you 
have for investment, or in 
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to deal. 
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in this regard. 





a broker for the purpose of trading on mar- 
gins? 2. Will brokers start with as small an 
amount as $100, or say 10-share lots with 1o- 
point margin? 3. Is it possible to have a stop 
loss order work automatically, that is, as the 
price of the stock advances, have the stop 
order advance? 

Ans.—See “Market ’Rithmetic” and replies 
to other queries. 


Q.—If I buy a stock on margin and use a 
two-point stop order, will my broker follow 
up advances with the stop order without my 
telling him to do so and on a two-point de- 
cline will he sell the stock? 


Ans.—It is necessary to instruct your broker 
just how you wish your stop order handled. 
In placing such an order, we should word our 
instructions as follows: 

“Buy 100 Steel Common at (?) and stop 
loss at two points gross. Keep stop order two 
points below each high point, as the stock ad- 
vances.’ 

It is necessary to say whether you wish 
the stop order two points gross or two points 
net. If you buy at 36, two points gross means 
34; two points net means 34%, the 4% being 
for commission. In case of a short "sale at 
36, your stop order would be 38 for two points 
gross. Your instructions to the broker should 
read: 

“Sell 100 Steel (short) at 36 and stop loss 
at two points gross. As the stock declines, 
keep stop order exactly two points above each 
low point as it is reached.” 


To the Editor: 


In your June Ticker you have an article 
under heading of “New Books” in favor of 
“Thos. Gibson’s Letters.” 

There are so many “tricksters” and “tip- 
sters” ready to give for a small sum market 
advice which usually amounts to nothing but 
a pure guess, I am wondering if he is one 
of them or whether his “Market Letters” are 
worth the price he asks, especially for a be- 
ginner. 

A man with experience could undoubtedly 
give valuable advice to others not in as close 
touch with the market if he were honest and 
sincere; but, on the other hand, there are 
many posing as honest whose only aim is to 
get your dollars. 

The question arises in my mind as to why 
Gibson has to write “Market Letters” at all; 
if he is so successful a reader of market 
movements, etc., he should be away beyond 
the need financially of having to do this work. 

I take it for granted that you would not 
have published the article above mentioned in 
your’paper if you did not consider him hon- 
cst and his letters valuable, yet I would like 
to hear from you directly as the article above 
referred to may be just an advertisement of 
his own. 


Ans.—The article in the June Ticker re- 
garding Thos. Gibson’s new book, embodies 
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the sincere opinion of this Magazine. Mr. 
Gibson is unquestionably the best man in his 
line and he is doing a straightforward, legiti- 
mate business. He does not pretend to give 
advice, nor to be always right. 

We have never put the question to him as 
to why he writes Market Letters, but, from 
our own experience, we know that all men 
are not cut out for successful speculation. 
Many, who are excellent judges of the mar- 
ket, are the poorest kind of operators for 
their own account. Mr. Gibson has made a 
life study of this subject and bases his cal- 
culations on the broad factors which influence 
the market. He is not a tipster in any sense 
and does not approve of scalping operations. 
Judging from page 14 of his “Cycles of vo 
ulation,” his answer to your query would be 
as follows: 

“Nine men out of ten have a deep-rooted 
conviction that if any individual could be right 
in his main deductions for, say one or two 
years, he should make millions on a small 
capital. This is a great mistake, and leads to 
numerous minor errors which are productive 
of much loss in actual operations. 

“The Business of speculation never did, and 
never will result in abnormal profits. Large 
returns are sometimes made, it is true, but 
this fact is also true of every other line of 
business. Certain individuals grow very rich 
in Wall street; this again is true of every 
commercial branch. 

“We hear now and then of a million-dollar 
coup by a Morgan or a Rockefeller, and do 
not stop to consider the great capital behind 
it. If an individual makes five thousand dol- 
lars in a year’s speculative ventures on a cap- 
ital of twenty thousand, he is not considered 
a Napoleon of finance, but he has accom- 
plished much more, in proportion to his cap- 
ital, than Rockefeller would have accom- 

lished if he had made five millions on simi- 

r operations.” 

We do not accept advertisements such as 
you suggest and no one can buy a write-up in 
this Magazine at any price. Whatever appears 
in its pages is deserving of your confidence. 
If you wish to buy Mr. Gibson’s book from 
us and find it unsatisfactorily, return it and 
get your money back without question. 


Q.—Kindly state in your valuable columns 
how to figure the “Factor of Safety.” 

Ans.—We presume you refer to the Margin 
of Safety which appeared in our February and 
March numbers. 

If you are figuring on common stock divi- 
dends, the first step would be to ascertain 
from the last annual report, the balance avail- 
able for dividends on the common stock. You 
would then estimate the increase or decrease 
in net earnings since that time. This would 
give you the total amount applicable to com- 
mon stock dividends up to date. Then calcu- 
late what amount is required for such divi- 
dends at the yearly rate, based on the last 
quarterly or semi-annual dividend; the sur- 
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plus over these requirements would be the 
Margin of Safety, which may be figured either 
in per cent. or in dollars. 


To the Editor 

I have just seen a copy of the July Ticker 
and detect an error in ring the interest on 
the statement presented on pages 126-7. 

By your method there you have figured the 
interest only to the 31st and not including it, 
which you should have done to make the 
statement complete for the month of May. 
Therefore, there should be another day’s in- 
terest on each transaction. W. P. D. 

Ans.—There is an old idea in the Street 
that statements should be dated on the last 
day of the month and interest figured to the 
first day of the following month. That this 
is entirely erroneous you will immediately rec- 
ognize, if you think deeply on the subject for 
a moment. 

If you charge a client’s account with an 
item May 20, and render him a statement on 
May 31, there is no law, rule or legitimate 
precedent for your charging him more than 
eleven days’ interest on this item. If you will 
explain that we are wrong, we shall be very 
glad to print your explanation, provided, of 
course, your argument “holds water.” 


Q.—Where can I get a record of “highs” and 
“lows” for the last two or three years? 

Ans.—The “highs” and “lows” of stocks are 
found in convenient form in Benton’s Rail- 
read and Industrial Guides. These are given 
gratis by all first-class brokerage houses. 


Q.—Give an example of a good letter to a 
broker, instructing him to buy U. S. Steel at 
the market, using a two-point stop order. 

Ans.—Such a letter should read as follows: 


“Messrs. Stock, Broker & Co. 

“Gentlemen :—Please buy for my account 
and risk, 100 shares of U. S. Steel Common 
at the market. When bought, enter a two- 
point stop order. Enclosed find certified check 
for $1,000 margin. 

“Yours very truly, 
¢> “Joun Doe.” 


Q.—Can you tell me if any one publishes 
charts of individual stocks, or where I can 
get a record of the daily or monthly quota- 
tions of Northwest, Great North, Union Pa- 
cific, Pennsylvania and Reading for 1906-07? 

Does Thos. Gibson furnish market letters, 
and are they to be purchased? 

Ans.—The Massachusetts Publishing Co., 
Everett Sta., Boston, Mass., issues charts such 
as you desire. 

Thos. Gibson’s principal business is the issu- 
ing of market letters at a ‘fixed subscription 
price. 
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A Buffalo reader says :—“Never before have 
I found a book, magazine, or pamphlet that 
covered all phases of the “Stock proposition” 
and treating the subjects relating to it as 
thoroughly and comprehensively as the Tick- 
ER. I have been in the game from bookkeeper 
to manager, so I am not ‘new.’” 


Q.—Kindly explain as to the broker’s part 
in short transactions. Who has the stock 
available for loaning; does the party that 
loans stock, receive the proceeds of the sale 
when that is made, and does such party hold 
such proceeds until the stock is returned to 
him? If this is the case, does not the lender 
suffer loss in the transaction, as he gets back 
stock which is worth less than when he made 
the loan? 

Ans.—See “Short Sales Explained” in our 
April number. A broker who loans stock, re- 
ceives as security, a check for its market 
value. If the loan is for 100 shares and the 
market value depreciates three points, the 
lender of the stock must hand his check for 
$300 to the borrower. If it then jumps five 
points, the borrower would give his check for 
$500 to the lender. This is what is called 
“keeping a loan at the market.” The lender 
must be a broker whose client is long of the 
stock. The effect, so far as the lender is con- 
cerned, is the same as if he put the certificate 
in a collateral loan and borrowed money on 
it, except that in making a “stock loan” he 
borrows the full market value of the stock. 
If the stock is bought in cheaper by the party 
who sold it short, the client of the broker 
who loans the stock is naturally the loser, 
temporarily at least; that is, he has a paper 
loss which does not become actual until he 
sells out the stock. 


Q.—I understand that a number of New 
York Stock Exchange houses are sending 
copies of the Ticker to their clients regularly 
every month. Is this so, and can I obtain 
copies from my broker? 

Ans.—It is true that a number of the best 
houses mail the Ticker to their clients regu- 
larly, free of charge. As you do not mention 
the name of your broker, we cannot answer 
your last query. 


Burrato, N. Y., 2:00 a. M., June 26, 1908, 

Your July edition received last night. I 
may have it read through by morning. I just 
this minute got the worth of my subscription 
money by reading “Bond or Mortgage, 
Which?” Never before did I clearly under- 
stand a bond. Please keep up the good work 
for the sake of laymen. W. F. T. 


Burnham, Bennett & Co., Members of the 
Boston Stock Exchange, write: 

“We all read the Ticker here with great in- 
terest. We are getting requests for literature 
from parties away out in Oregon, Ohio and 
all over—a surprising number of them—which 
indicates that the Ticker produces results. 
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Market ’Rithmetic 


Many people hesitate to deal in securities or 
modities owing to their tack of techn knowiedge of 
the subject. This, to our maid. inal indicates false pride. 
There was a time when you knew nothing about the 

or pr you now follow, but that did 
not deter you from making a start. Our greatest 
operators were once green hands at the business. 





If you desire to deal in Stocks, Bonds, Cotton or 
Grain, the first requisite is to open an account with 
the banker or brcker with whom you have decided to 
deal. This is done by remitting the necessary mai 

in the form of a certified check, bank draft, post-o 

or express order. Or you may deposit funds in your 
own nk for account of the broker, instructing the 
bank to notify him by mail, or by 4-4 if expe 
dient. Bear in mind, the broker must have your re 
mittance, or be notified that your margin is in the 
bank to his credit, before he can execute your orders. 


Margins 


USUAL MARGIN REQUIRED 
Stocks .$5 to $25 per share. .$500 to "$2500 on 100 


shar 

Bonps. .$50 to $100 per bond .$500 to $1000 on $10,- 
000 bonds 

Corton .$1 to $2 per bale.. tag ~ S $200 on 100 


Gratn..8c. to 5c. per bushel. ar = x $250 on 6000 
bushels 
$250 on 250 barrels 
yase.. * y per pound 250 on 50,000 pounds 
2 per tierce. -$500 on 250 tierces 
—-- margins are the smallest received. You may, 
however, deposit larger margins if you wish, when 
the trade is first made or at any time t ereafter. Some 
traders believe they are “beating down” a broker 
when they induce him to accept a small margin. In 
reality they are beating themselves down, for the 
surest way to lose money in the markets is to tradt& 
on thin margins. In extremely active prasteste, larges 
margins than the above may be required by the broker. 


gd -$1 per barrel 


Minimum Trades 
Stocxs.—Usually brokers prefer to execute 
in 100 share lots. Upon request, Tue Ticker 
recommend reliable houses which handle smaller lot 


on mange. All houses buy and sell small lots fos 
cas 

Cottron.—100 bales. 

Gratn.—5,000 bushels. 

Porx.—250 ree 

Rrss.—50,000 poun 

Larp.—250 tierces quo Ibs. to the tierce). 


Commission Rates 
New Yorx Srocx Excuance.—Stocxs—For buying, 
selling, 4% %, “Tex to 12%c. per share on 8 
of $100 par and 6%c. per sh-re on those of $50, 
Bonps—$1.25 per $1,000 of face value. 
New Yorx Corron Excuance.—$15 for buying ané 
selling 100 bales (round turn). 
Curcaco Boarp or Trape.— 
Grain—‘%e. per bu. for the round trade, equal ti 
$12.50 on 10,000 bushels. 
Porx—$12.50 on 250 bblis., round trade. 
Riss—$12.50 on 50,000 Ibs, round trade. 
Larp—$15.00 on 250 tierces, round trade. 
Fluctuations 


SMALLEST CHANGE EQUIVALENT TO 
Stocks anp Bonps..% of 1%.$12.50 on 100 shares of 
0 par 


° $5 per 100 bales 

$6.25 on 5,000 bushels 
$6.25 on 250 barrels 
$21.25 on 250 tierces 
$12.50 on 50,000 Ibs. 


yy 
Ye. per bushel 
112%e. per barrel 
.-2%c. per 100 Ibs.... 
.-2%c. per 100 Ibs.... 


Placing Orders 

Orders should be given in either of the following 

orms: 

Buy ar = Y. Z. at (state price); 

Buy 100 x. Y. Z. “at the market.”* 

The latter means at the best possible price, whether 
you are buying or selling. If your order is at a defi- 
nite price, the broker always junderstands you wish to 
| at that figure “or better.” 

n a foot pete, olveys “3 ve, wag 


daktt = an order a 
s only, or S aM 
7 een s said 
good only 


whether it oe ¢ 5 
till coumnermanded 
t, orders are ade 
day of their receipt. 





THE TICKER. 


THE 


TICKER 


PUBLISHED MONTHLY BY 


THE TICKER PUBLISHING CO. 

Richard D. Wyckoff, Editor and Proprietor 
2 Rector Street, New York. 
TELEPHONE: 1555 Rector. 


ADVERTISING RATES. 
One Insertion. 


Full Page 
Half Page 
uarter Page 
ighth Page 
One Inch 
Every sixth insertion free. 


Smallest advertisement accepted, one inch. 
Preferred positions and inserts, subject to 


special rates. 
Objectionable advertisements absolutely re- 


fused. 
Under no circumstances will we accept ad- 


vertisements offering oil, mining or other 
highly speculative securities. 


DUPLICATE COPIES 


We make special terms to brokers and 
others purchasing quantities of the same issue. 








The cheerful loser is a winner. 


Advice is the only thing in Wall 
Street that is free. It’s worth it. 


The history of the world is written on 
the tape ; he who runs may read, and he 
who reads may run. 


When you're long of stocks in a weak 
market it’s purgatory ; when you’re short 
and they rise, it’s hell. 


The tape is a direct descendant of the 
serpent in the Garden of Eden, there- 
fore, don’t eat the apple it hands to you; 
learn to pick your own fruit. 


Short Selling 


There is nothing in the Wall st.eet system 
which has been more savagely denounced than 


short selling. It has been declared to be wick- 
ed to sell what one does not even own and 
thereby depreciate the value of sombody else’s 
property. The bear has been charged practi- 
cally with being a traitor to the country, a 
promoter of calamity, a maker of panics. The 
service performed by the bear in checking un- 
due inflation and expansion, and in prevent- 
ing over production, and the service of the 
short seller in preventing a collapse in the 
market in a time of panic because of the fact 
that in covering his shorts he. becomes the 
only buyer—this is commonly overlooked. 
The fact that last October if it had not been 
for the short seller buying in stocks to cover 
his shorts, there would have been absolutely 
no check to the prevailing demoralization. 
The panic would have resulted in a national 
disaster of monumental proportions. This 
service has been passed by without any due 
recognition of its inestimable value. 

It cannot be denied that the bear who sells 
short and then disseminates false reports, and 
by manipulative processes strives to create 
unfavorable conditions, so as to force a de- 
cline in value, may be, and often is, an enemy 
of prosperity, and a worker of evil. 

But is it not time that something be said 
on the side.of short selling? Is it right that 
we should emphasize the evil which the bear 
works without giving him credit for the really 
constructive work which he sometimes per- 
forms? Is it right that we should denounce 
short selling as conducted in Wall street with- 
out taking into account the fact that it is one 
of the most common practices in the operations 
of life? As a matter of fact the greatest 
short sellers in the world are not the specu- 
lators of the Stock Exchange, but the labor- 
ing men of the country. Every man who 
hires out for wages may be said to sell his 
service short. He contracts to deliver so 
much work for so much pay and the contract 
is entered into before the services are per- 
formed. A lawyer is retained by a client to 
conduct his law suit and is paid a retainer 
for so doing. The lawyer has sold his profes- 
sional talent short. A farmer not infrequent- 
ly sells the product of his soil before the crop 
is harvested. He has sold short. A manu- 
facturer frequently contracts under severe 
penalties-to deliver certain products of his 
mills, it may be six months or a year to come, 
and this before he has manufactured a single 
dollar’s worth of the goods sold. A contrac- 
tor agrees to Build and deliver a house before 
he has even purchased the materials and in 
doing so runs the risk of being unable to pur- 
chase the labor necessary for its construction. 

Now, no process of business is really more 
familiar than that of short selling in one or 
the other of its manifold points, and yet, 
somehow or other, it has become customary 
to regard short selling as one of the evils of 
stock, grain and cotton speculation. The use 
of the short selling system in speculation is 
only the adaptation to the system of the mar- 
ket of a process of trade that is centuries old 
and that is known in all countries.—Wall 


Street Journal. 





